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NATIONAL POLICY AND ISSUES 


FORUM ON PRICE THEORY HELD 


Beijing JIAGE LILUN YU SHIJIAN (PRICE: THEORY AND PRACTICE] in Chinese No 2, 
20 Mar 85 pp 1-7 


(Summary of the Third Forum of the China Price Society on the Price Theory] 


(Text] EDITOR'S NOTE: In late November last year, the Third 
Forum of the China Price Society on the Price Theory was 
convened in Changzhou. Nearly 1C0O theses were coliected. 
Most of these theses were written around the problem of 
price reform in the past year. The topics of discussion 
were not only relatively broad, but they were also 
definitely profound. With the consent of the China Price 
Society, before the publication of a special collection of 
the theses of this forum, this journal will carry some of 
the theses consecutively as of this issue. In our selection 
and editing, we have basically collected the articles 
according to the topics of discussion. Some articles have 
been abridged. 


The Third Forum of the China Price Society on Price Theory was convened in 
Changzhou City from 25 to 30 November 1984. 


Attending this forum were over 260 people, including standing council members, 
council members and advisors of the China Price Society, comrades of the 
concerned departments and committees and research centers of the State 
Council, responsible comrades of the price sector of the various provinces, 
municipalities and autonomous regions, as well as research workers, professors 
and scholars in price theory. Compared to the forums on price theory on 
previous occasions, this forum had the largest number of participants. Some 
young theoretical workers who were actively involved in the study of the price 
issue were specially invited to the forum. The percentage of middle-aged and 
young theoretical workers in the number of participants was much higher than 
the previous two occasions. Some leading comrades of the municipal and county 
price sectors of Jiangsu Province also attendud this forum. The composition 
of the attendants fully embodied the spirit which Premier Zhao Ziyang had put 
forth in the dialog between the older people on the one hand and the middle- 
aged and young people on the other, the dialog between those who are involved 
in theoretical research on the one hand and those whos are carrying out 

















practical work on the other, and the dialog between those who work in the 
central organs on the one hand and those who work in the localities on the 
other. The entire forum was filled with richness and color. 


Comrade Liu Zhuofu [0491 0587 3940], chairman of the Cihina Price Society, 
presided at this forum. Comrade Hu Bangding [5170 6721 1353], vice chairman 
of the China Price Society, delivered the opening speech. Comrade Liu Hegeng 
[0491 C735 1649), former vice governor of Jiangsu Province, attended the forum 
and delivered a speech. On behalf of the leading comrades of Jiangsu 
Province, he welcomed and congratulated the convocation of this forum on the 
price theory in Changzhou City. Comrade Wang Zhenzhi [3769 2182 0037], 
secretary general of the China Price Society, delivered a speech at the forum 
in which he introduced the situation of the discussion by the various circles 
on the various theoretical issues in the price reforn. 


Comrade Liu Zhuofu delivered a speech entitled "A Planned Commodity Economy 
and the Price Reform" at the forum. He emphasized that the theory of a 
planned commodity economy was the theoretical basis for the price reform, and 
put forth his viewpoints on the issues which one should pay attention to in 
the price reform. 


The main content of this forum on the price theory revolved around the in- 
depth discussion of a series of theoretical and policy issues concerning the 
commodity economy, the law of value and the reform of the system of planning 
and the price system put forth by the "Resolutions of the CPC Central 
Committee on the Reform of the Economic System." The goal was to raise one's 
understanding theoretically, unify policy and thinking, and further promote 
the research on the price theory and the reform of the price system and the 
price management systen. 


At the forum, in-depth discussions were carried out on such issues as the 
timing for a price reform, the relationship among prices, value and supply and 
demand, the price model for China, the starting point for the price refora, 
the extent of the reform of the price system, the principle of price 
stability, the relationship between price reform and wages, and the 
relationship between prices and the finances. Through these discussions, the 
attendants have gained a more profound understanding of the direction and 
guiding ideology for the price refora. 


The Issue Involving the Timing for a Price Reform 


The delegates attending the forum generally maintain that we must select the 
most favorable moment for a price reform. An inappropriate moment or the loss 
of an opportune moment will Pr‘ng about difficulties and unecessary losses for 
the reform. In view of the experiences in the economic reform of the Soviet 
Union and the Eastern Eurcpean countries, when a country's economic system is 
making a transition from a highly-centralized mode to a unified but flexible 
mode, a period of a rather rapid rise in the economy will appear which may be 
accompanied by seme regularity. To refora@ the price system during the period 
of the rise of the econcay, there are at least four favorable factors which 
can reduce the "shock" Drought about by the reform: 1. In the period of the 
rise of the economy, the relatively rapid growth in production, the 











improvement in economic results, and the growth of financial revenue on a 
larger scale will provide the financial guarantee for readjusting the prices. 
2. In the period of the rise of the economy, the growth in production of the 
enterprises is generally realized through the improvement in labor 
productivity and the reduction of consugption and cost. Consequently, this 
increases the capability of the processing enterprises in handling the price 
increase of the mining products and raw materials. 3. In the period of the 
rise of the economy, labor productivity also grows more rapidly, thereby 
providing the basis for correctly handling the relationship agzong labor 
productivity, wages and prices. When the margin of increase of the income of 
the staff members and workers surpasses that of the rise in prices, the 
ability to handle price inflation will also improve. 4. The rise in the 
economy provides the conditions not only for the reform of the price systen, 
but also for the complementary reforgs of the system of planning, the wage 
system, the financial and monetary system and the system of taxation. Thus, it 
is favorable to utilizing in a comprehensive manner various regulatory 
measures to carry out macroeccnomic control over the price reforn. 


In estimating the current opportunity, a more popular view maintains that we 
are currently in the "golden age" of the reform of the price system. The 
objective factors for reform are basically mature. These are primarily 
manifested in the following: 1. Currently, our country’s political state of 
stability and unity is becoming increasingly consolidated. Great achievements 
have been scored in the work of economic readjustment. Since 1984, industrial 
production, communications and transport have demonstrated a stable, balanced 
and sustainev growth. The urban and rural markets are prosperous. This is a 
fine situatiun which we have rarely experienced for many years. 2. We have 
realized the good trend of the "synchronous development" of production, 
profits and taxes, and financial revenue. 3. Great bumper harvests have been 
scored in agriculture for years on end and the income of the peasants has 
increased year after year. In the course of the reform of the enterprises, 
the income level of the workers has also improved to varying degrees. 
4. Results have already been scored in the preliminary reform of the methods 
of price management. They are welcomed by the masses. The above-described 
situation clearly indicates that our country’s financial and economic 
situation has already begun to take an overall turn for the better. However, 
we must also clearly see that we are still at a distance from realizing a 
fundamental turn for the better. Thus, our estimate of the opportunity sust 
be appropriate. Underestimating or overestimating our opportunity will affect 
our move forward in the reform. 


Some comrades point out that, although the objective factors for the reform of 
the price system are basically mature, yet, the subjective factors are 
relatively inadequate. This is primarily manifested in the fact that, 
although we have obtained experience in the rural economic reform and obtained 
partial experience in the urban economic reform, yet we still lack a specific 
overall planning program and precise measures for the implementation and 
scientific verification of such a tremendous social project as an overall 
reform. These comrades propose that we borrow the experiences of such nations 
as Hungary, and set up a transregional and transdepartmental specialized organ 
of power which emphasizes overall interest, concentrate the most outstanding 
skilled personnel throughout the country, bring into play the wisdom and 











strength of the collective, design an overall planning program for the refors 
of the price system, and stipulate and select the specific steps and measures 
of reform accordingly. In this way, we can guarantee - highly-unified 
wholeness and scientific character in the reform, streng<he: macroeconomic 
control, enlarge the safety index of the reform, and strive for the best 
results. 


The Issue Involving the Relationship Among Value, Price, and Supply and Demand 


The delegates to the forum unanigzously hold that: Price on the one hand and 
supply and demand on the other affect each other and determine each other. 
That is, price determines supply and demand, and supply and demand affect 
price. 


In discussing the relationship between value and supply and demand, there are 
different views. One view maintains that the market value, great or small, is 
also directly affected by supply and demand. That is to say, the reiationship 
between supply and demand not only will lead to changes in the market prices, 
but will also directly lead to changes in the market value. In Volume One of 
"Das Kapital," Marx says that the value of commodity is determined by labor 
consumption under equal factors. It is an abstraction theoretically 
independent from the factors of supply and demand. In Chapter 10 of Voluge 
Three, he includes the factors of supply and demand. Social value therefore 
considers the proportion of distribution of the aggregate labor of society 
among the various sectors. Under the situation of a general inequilibrius 
between supply and demand, when supply generally surpasses demand, the 
commodities wiich are produced under inferior conditions will not be needed by 
society. The individual labor consumption under superior conditions will form 
a regulatory role in the necessary labor time in society. This will cause 
society's value to incline toward the individual value of the commodities 
produced under superior conditions, and the value will drop. When demand 
generally surpasses supply, the situation will be reversed. The individual 
labor time under inferior conditions will play a regulatory role, and 
society's value will incline toward the individual value of the commodities 
produced under inferior conditions, and value will tend to rise. Under the 
situation of a serious imbalance between supply and demand, when demand far 
surpasses supply, society's value will be determined by the individual value 
under inferior conditions. When supply far surpasses demand, society's value 
will be dete ‘mined by the individual value under superior conditions. In 
short, the limit of the necessary amount of labor in society is relative. It 
is not the ectual labor time consumed, but must be affected by supply and 
demand on this basis. 


Another view maintains that Marx's realm of value is not related to supply and 
demand. A scientific category of value can only be the category of value 
expounded by Marx in Volume Jne of "Das Kapital.” The changes in prices are 
due only to the changes in the production structure and the proportion of 
production and not to the changes in value itself. 


To put it in a nutshell, the discussion of the relationship between value on 
the one hand and supply and demand on the other is also a discussion of the 
relationship between the law of value and the law of supply and demand. One 





view maintains that the law >f supply and demand is not outside the law of 
value. This is because the euwoun* of value of a commodity is determined by the 
influence of such factors as cust, usefulness, and supply and degand. In 
spite of the fact that direct labor consumption is the gost fundasgental 
factor, yet, in reality, the concrete form of society's value can only be 
market value, and the only realization and manifestation of market value can 
only be market price. Thus, the law of supply and demand does not exist 
outside of the law of value, but can only be a manifest form of the iaw of 
value. There are no market prices that do not represent supply and desgand. 
Another view maintains that the law of value and the law of supply and demand 
are two economic laws that are distinct from and linked with each other, each 
having their own connotations. The law of value refers two the intrinsic 
regularity of value. The combination of the law of value and the law of 
supply and demand will inevitably lead to the theory of the two-fold character 
of value determined by labor and supply and demand. This explanation is 
illogical. 


The Issue Involving the Price Model 


In the discussion, the participants all maintain that the irrationality of the 
current price system is closely related to the irrationality of the system of 
price management. It is therefore necessary to reform the existing 
overcentralized system of price management. The labor productivity of the 
various categories of commodities is changing continuously. The relationship 
between supply and demand is continuously changing. We must readjust the 
prices without delay. The existing system of price management is exiremely 
unsuitable in this respect. If we do not reform the existing system of price 
Management, then, even if we have rationally readjusted the price systen, 
serious irrationality in the price system will reappear very rapidly. As to 
how we should reform the existing system of price management, and what form of 
price model we should adopt, there are different views, which can be summed up 
in the following three viewpoints: 


1. The price model of coexisting state-unified fixed price, floating price, 
and free price, with floating price as the key. 


This viewpoint maintains that we must implement state unified and fixed prices 
on the important commodities which are related to the state plan and the 
people's livelihood. However, there are thousands and tens of thousands of 
social commodities with numerous designs, colors, specifications and 
varieties. It is unsuitable to have state unified and fixed prices for sost 
commodities. We should implement floating prices as the main form. The state 
will fix the margin for fluctuation in accordance with the value of the 
commodity and the relationship between supply and demand, so that the 
enterprises can have flexible control. We must expand the scope of free 
fixing of prices. But this should not be the sajor fors. 


2. A multilevel price model with the coexistence of the fixing of prices by 
the central authorities, the fixing of prices by the local authorities and the 
fixing of prices by the ecterprises, with the latter as the key. 











This viewpoint maintains that we should transfer a greater portion of the 
decision-making power on commodity prices down to the enterprises, and take 
the fixing of prices by the enterprises as the key. The state should only 
manage the prices of a small portion of commodities and should have minimal 
control. The state should implement regularization on a macroeconomic scale 
through controlling the circulation of currency and utilizing other regulatory 
means, such as stipulating price plans and price decrees. 


Some comrades have defined this price model as a market price model under 
planned guidance. They maintain that, from a long-term point of view, this 
can become a target model. However, to reach this target model, we need a 
transitional model, which is a model that takes floating prices as the key and 
other price forms as the supplement. 


3. The price model of the fixing of prices by whoever runs the business. 


This viewpoint maintains that the person who handles the commodity has the 
best understanading of the cost limits of the commodity he handles. He is 
able to fix a commodity price which will gradually approach the value. In 
implementing the fixing of prices by whoever runs the business, the business 
person will be concerned about the market, will organize production and 
business in light of market demand and supply, will increase the enterprise's 
vitality in the midst of competition, and will promote the realization of the 
value of a commodity. 


Advocating the fixing of prices by whoever runs the business does not mean 
that the prices of all commodities are fixed by the enterprise. The prices of 
the commodities handled by the enterprise, such as agricultural products and 
small industrial commodities, are fixed by the enterprises. The prices of the 
commodities handled by the companies (national or regional) are fixed by the 
companies (national or regional). The state will fix the prices for posts and 
telecommunications and the railroad which are directly managed by the state, 
and so on and so forth. 


In discussing the price model, many comrades have analyzed the relationship 
between the price system and the planning system. They maintain that the 
reform of the price system should correspond to the reform of the planning 
system. But this does not mean that the state must unify and fix the prices 
for those commodities which are under command-style planning, that we must 
implement floating prices for commodities which are under the guidance-style 
planning, or that we must implement free prices for commodities under market 
regulation. The two have a crisscross relationship. They are both consistent 
with and distinct from each other. The question lies in the fact that the 
implementation of the commodities under the guidance-style planning is 
primarily realized by relying on the use of the role of economic levers. Th» 
use of economic levers is primarily the use of price levers. Here, we have a 
question of whether or not we should use the state's unified fixing of prices 
or use the floating prices, or even use the free prices to guide the 
realization of the planned goal. When the important commodities which are 
related to the national plan and the people's livelihood are allocated under 
the command-style planning, the state unifies and fixes the prices. The 
manifestations of the two are consistent. When we implement the state's 








unified fixing of prices on the surplus agricultural products in guiding the 
peasants’ production, the manifestations of the two are inconsistent. When we 
implement the state's unified fixing of prices on those commodities which are 
closely related to the people's livelihood (even when the central, provincial 
and municipal authorities do not transmit command-style plans), the 
manifestations of the two are also inconsistent. 


The Issue Involving the Starting Point for the Price Reform 


At present, many problems exist in the realm of prices which must be solved. 
However, if we hit out on an all round scale without considering the 
possibility of the development of the national economy, we will bring about a 
relatively big shock without obtaining the desired results. Thus, we have a 
problem of selecting the starting point for the reforn. 


One viewpoint maintains that the starting point should focus on the solution 
to the problem of the reversal of the purchase and sales prices of the 
agricultural sideline products. The primary reasons are as follows: 
1) Agricultural products are not only the items of output for agriculture but 
are also the items of input for industry. On the one hand, they are related 
to the factors of agricultural reproduction. On the other hand, they are also 
related to the price level of the mears of living of the staff members and 
workers. Thus, handling properly the prices of agricultural products should 
be the prelude to the reform of the entire price system. 2) Currently, the 
focus of the reform of the economic system is the urban reform. Yet, the 
rural reform is the basis for the urban reform. Represented in prices, the 
prices of the agricultural products restrict the urban reform. If we do not 
solve the problem of the reversal, we will not be able to solve the problem of 
the continuous inflation of our financial subsidies, and urban reform will 
lack the necessary financial guarantee. 3) To solve the prices of the 
industrial products, we must solve the problem of cost accounting. At 
present, one important reason for inaccurate cost is the inaccuracy of labor 
remuneration in the cost. An important reason is because the various kinds of 
subsidies cannot be fully represented in the cost. As long as the problem of 
reversal is not solved, the prices of the industrial products will lack a 
rational cost basis. 


Another viewpoint maintains that the starting point should focus on handling 
properly the industrial products. The reasons are: 1) The urban reform has 
already been pushed ahead in an all round manner. The enterprises are 
implementing independent operation and sole assumption of responsibility for 
profits and losses. If we do not handle properly the problem of prices of the 
basic industrial products, we will not be able to correctly represent the 
business results among the enterprises. This wil] necessarily obstruct the 
reform of the economic system. 2) With the reform .‘ the system of planning 
and enterprise management, the limits of power in investment of the local 
authorities has been expanded. Taking the basic industrial products as the 
starting point is favorable to guiding the direction of investment, 
suppressing the long-line products, lengthening the short-line products and 
realizing a structural readjustment. 3) The potential for increasing the 
national income and the financial revenue lies primarily in the industrial 
enterprises. Solving the problem of prices for the basic industrial products, 














we can stimulate production increase in the enterprises, encourage the effort 
to practice economy, improve economic results, and accelerate economic 
development. This viewpoint also maintains that the various programs all have 
different degrees of feasibility. The difference in quality--outstanding or 
inferior--of the various programs is primarily manifested in macroeconomic 
control. In view of the comparative analysis of macroeconomic control, the 
starting point should be focused on the basic industrial products. 


In the view that the starting point should be focused on handling properly the 
basic industrial products, some comrades maintain that we should consider the 
flexibility in the supply and demand of different products, and begin with 
those products which are generally balanced in supply and demand as well as 
the long-queue products. 


The Issue Involving the Extent of the Reform of the Price System 


The extent of the reform refers to how wide each step we take is. In sum, 
there are the following four assumptions. 


The first assumption is to make a big stride, which means to readjust 
sufficiently once and for all the prices for energy, and industrial and mining 
raw materials and to solve in a centralized manner once and for all the 
reversal of the purchase and sales prices of the agricultural sideline 
products while carrying out rational readjustment in other respects ina 
synchronous manner. This is an all round method of accomplishing the whole 
task at one stroke. This method has its favorable aspect, which is the 
ability to carry out the various economic reforms which include the price 
system ina complementary fashion and solve problems and attain results as 
soon as possible. The unfavorable aspect is that the price level will rise by 
a wide margin, creating an intense shock and too heavy a financial burden. 


The second assumption is to make a medium-sized stride, which means to realize 
a rational price system by making several steps. This method will create a 
Slighter shock, which will be favorable to the self-digestion of the 
processing industries. Because the rise in prices of energy and raw materials 
will bring about the rise in cost, the financial responsibility will be 
relatively lighter. The unfavorable aspect is that the problems are not 
solved without delay or thoroughly. Although the shock is slighter, we will 
be in a constant state of shock. 


The third assumption is to take mini-strides. This means that we will carry 
out reform bit by bit every year, controlling the scope of the rise of the 
price level within a small realm. The advantage to this method is that the 
shock is even smaller and easily controlled. However, it will take longer to 
realize a rational price system. 


The fourth assumption is to combine the big, medium-sized and small strides. 
This means making different strides for different commodity prices. For 
instance, the reform of the prices for the means of production can be carried 
out in medium-sized strides. The prices for the means of livelihood can be in 
small strides. We can make big strides in the reversal of the purchase and 
sales prices of a few means of livelihood. In the reform, we should adopt 








practical and realistic measures to guarantee that the actual income of the 
broad masses of urban and rural residents will not be lowered dve to the 
readjustment of prices. 


The Issue Involving The Principle of Stabilizing Prices 


One viewpoint maintains that the principle of stabilizing prices is not a 
consistent principle which is applicable to all historical periods, but is the 
product of designated historical conditions. Although it has played a 
considerably positive role in stabilizing the people's livelihood, promoting 
the development of production and consolidating the people's democratic 
political power, it also plays a negative role. Furthermore, its negative 
role is becoming more and more obvious, and is unsuitable for the demand of 
the current national economic development. The reason why it produces such a 
negative role is insepar/.ble from the shortcomings of stabilizing prices 
itself. These shortcomings are primarily as follows: 1. It lacks the ability 
of self-stabilization. 2. It cannot represent the different trends of change 
of the prices of the industrial and agricultural products. 3. It fails to 
correspond to the objective situation of the frequent changes in cost and 
supply and demand. 4. It fails to correspond to the demand of the reform of 
the economic systen. 


As to what principle should replace the principle of stabilizing prices, there 
are the following two propositions: 1. Readjust prices in a planned manner. 
2. Operate according to the law of value, promote economic development and 
safeguard the stability and improvement of the people's livelihood. 


Another viewpoint maintains that price stability is a manifestation of the 
superiority of the socialist economy and is a necessary factor for the normal 
operation of the national economy. That is to say, after the readjustment of 
prices by a wide margin, we must still persevere in this principle. The 
readjustment of prices and the stabilization of prices are not mutually 
antagonistic but are mutually supportive. The readjustment of an irrational 
price system is a structural readjustment. This can raise *o a certain extent 
the general price level. As long as there is no monetary inflation, a price 
inflation in an all round manner and in waves will not appear. We will not 
lose control over the scope of price increases and will not bring about a 
large-scale fluctuation. 


The Issue Involving the Relationship Between the Reform of the Price System 
and Wages 


In the discussion, all the participants have attached great importance to the 
problem of the necessity to adopt practical and realistic measures in the 
reform of the price system to guarantee that the actual income of the broad 
masses of urban and rural residents wiil not drop. 


Some comrades maintain that in the course of the reform of the price system we 
should link wages with prices and implement indexing, so that the speed of 
wage increases will surpass the speed of price inflation of consumer products 
in order to guarantee that the people's standard of living will not drop. 











Many other comrades maintain that, while reforming the price system, linking 
wages with prices and implementing indexing are not the only guarantees for 
the maintenance of the people's standard of living. Adopting a secure wage 
growth can also attain the designated results. This way, we can avoid the 
negative results brought about by linking wages with prices. They feel that 
we should strictly distinguish index from indexation. That is to say, we must 
calculate the livelihood index and enable the wages to correspond to the 
livelihood index in order to guarantee that the actual standard of living of 
the broad masses will not drop but will improve on the basis of production 
development. However, this is not equivalent to implementing the indexation 
of the actual living expenses, which means that the increase and decrease in 
living expenses will directly involve the increase and decrease in wages, 
resulting in a different wage every month. They feel that the indexation of 
wages will easily bring about a situation involving "the improvement of 
particular things with the improvement of the general situation." Asa 
result, price fluctuation will get out of hand, and monetary inflation will 


appear. 


The Issue Involving the Relationship Between The Reform of the Price System 
and the Finances 


In the discussion, all the participants maintain that the reform of the price 
system must involve the state's financial revenue and expenditure. What 
products will increase income and reduce expenses after price readjustment? 
What products will reduce income and increase expenses after price 
readjustment? After balancing income with expenditure, will the expenditure 
be larger than the income or vice versa? We must carry out specific analysis 
in these respects. 


To raise the procurement prices for agricultural products, the state finances 
must definitely increase expenditure. Inversely, raising the sales price for 
agricultural products will involve the increase in revenue. However, in order 
to not affect the actual income of the staff members and workers, it is 
necessary to increase wages, which wil. mean increasing expenditure. Balancing 
income with expenditure, the state financial expenditure will increase. At 
present, to solve the problem of the reversal of the procurement and sales 
prices of the major agricultural sideline products, we must correspondingly 
increase the wages of the staff members and workers, which will increase the 
state financial expenditure. 


As tc raising the prices of some mining products and raw materials, different 
undertakings will be affected to varying degrees, and the state's financial 
revenue and expenditure will also be affected to varying degrees. 


Some comrades maintain that the price increase for mining products and raw 
materials will reduce the state's financial subsidy, which will not bring 
about too much increase in revenue. Other comrades maintain that, from a 
short-term or current point of view, it appears that this will not play a 
major role in increasing the state's financial revenue. But in fact, when the 
state lays down this load and repays the "debt" of many years, and allows 
these undertakings to retain some profit, it will have mobilized the 


10 











enthusiasm of the enterprises to increase production and practice strict 
economy and consequently increase financial revenue. 


Due to the different levels of processing of the industrial products using 
mining products and raw materials, the price increase of mining products and 
raw materials will affect the state's financial revenue in very different 
ways. For most of the products of the manufacturing sector, because the price 
increase of the mining products and raw materials will bring about cost 
increase, the difference should basically be balanced within the enterprise. 
The state can solve a small portion of the difference by reducing taxes in 
order to prevent the increase in the market prices of che industrial consumer 
products. As regards the sectors involving a profound level of processing, 
particularly the newly-rising industrial sector, due to the fast technological 
development and the rapid growth in output, not only will the effect of the 
price increase of the mining products and raw materials be totaliy "digested," 
but the prices of the products can also be lowered, thereby increasing the 
enterprise's profits and taxes to be delivered to the state by a wide margin. 
The comrades of the Ministry of Electronics Industry reported that, in 1983, 
the prices for the raw materials required in the production of electronic 
products increased, involving an additional 160 million yuan in expenses. 
However, through implementing small profits but quick turnover, on the basis 
of reducing the price of the products by 32 million yuan, profits still 
increased by a wide margin. 


In the discussion, all the participants realize that, in the course of the 
reform of the price system, in order to not reduce the actual income of the 
urban and rural residents, the state finances may need to put out more money. 
However, after a rational price system has been established, prices will play 
the most effective regulatory role and will become an effective tool for 
bringing about a harmonious development of the national economy. The economic 
results which will be brought about will be beyond estimation, and will enable 
the state's financial revenue in the future to far exceed the increased 
expenditure in the reform of the price systen. 


In the discussion, all the participants also mentioned the problem of the 
contradiction between controlling the price level and revitalizing the economy 
in the course of reforming the price system. In order to check the tendency 
of a price inflation, it is necessary to tighten money. This is in 
contradiction to revitalizing the economy. It is because, to revitalize the 
economy, we must also revitalize the monetary factor. If the monetary factor 
is not revitalized, there will be difficulty in enterprise fund turnover and 
the economy will not be revitalized easily. Thus, in the reform of the 
economic system and the price system, we must make overall plans and take all 
factors into consideration, and maintain a comprehensive balance among the 
finances, credit and loans and materials. In the course of reform, our 
control over monetary supply should all along be the goal of revitalizing the 
economy and loosen and tighten supply in light of actual needs. 


In the discussion, all the participants unanimously maintained that we must 
attach importance to the propaganda and explanation of the price reform and 
strengthen the work of guidance and management. Currently, we must carry out 
propaganda well on "The Resolutions of the CPC Central Committee on the Reform 
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of the Economic System" and the principle and guiding ideology of the 
"Resolutions" in relation to the price reform, and enable the broei masses to 
fully understand the meaning and role of the the price reform. Without a 
doubt, in the course of the price reform, there will definitely be price 
changes. However, we have done insufficient propaganda and explanation of the 
theoretical basis and practical needs of the price changes. Theoretically 
speaking, in accordance with the Marxist principle of political economy, 
prices embraces the nature of movement. Thus, first, the comparative prices 
of the various kinds of commodities should be permitted to change constantly; 
and second, the price level cannot remain absolutely unchanged. For a long 
time in the past, we have failed to respect this objective law, and have made 
use of administrative power to arbitrarily control price changes. As a 
result, we have made our economy inflexible and failed to bring the 
superiority of socialism into play. Objectively, we have also created the 
notion in the heads of the masses that "the prices must not be touched." We 
have created obstacles to the work of readjusting prices. Now is the time to 
make great effort to shatter this viewpoint. We must not only theoretically 
fully explain the various corrupt practices brought about by the failure to 
allow movement in prices, but must also carry out propaganda on the advantages 
of a rational price readjustment to the people's livelihood, and let the 
masses weight the pros and cons and compare their gains and losses. In this 
way, they will ideologically accept the decision on the readjustment of 
prices, in action support the arrangements made in readjusting the prices, and 
push the work of the price reform victoriously ahead. As regards such issues 
as the scope, planning and scale of the propaganda on prices, the attendees 
also put forth many beneficial propositions. 


The comrades attending the forum have unanimously maintained that the 3rd 
Plenary Session of the 12th CPC Central Committee has called upon the whole 
party, the whole army and the people of all nationalities throughout the 
country to conscientiously study the "Resolution of the CPC Central Committee 
on the Reform of the Economic System," and, with full confidence and courage, 
to practically, realistically and effectively carry out work, strive to seize 
an all round victory for the reform, and struggle to create in a better manner 
a new state of the socialist modernization. The Third Forum of the China 
Price Society on Price Theory is a very good study forum. All the 
participants have expressed that, on this basis, they will continue to launch 
the various research projects related to the price reform, take the 
"Resolution" as their guide, carry out investigation in depth, link up with 
reality, carry out exchange on a broad scale, and make contributions to the 
all-round fulfillment of the price reform. 


9335 
CSO: 4006/570 


12 











JPRS-CEA-85-057 
27 June 1985 


PROVINCIAL AFFAIRS 


SHANGHAI'S ROLE IN URBAN ECONOMIC ORGANIZATION 


Shanghai SHIJIE JINGJI WENHUI [WORLD ECONOMIC FORUM] in Chinese No 1, 5 
Feb 85 pp 23-27 


[Article by Xu Jiashu [1176 1367 2885]: "Bring Into Play Siianghai's Role as 
Central City in Economic Organization"] 


[Excerpts] After the seizure of state power by the proletariat and the people, 
guiding and organizing economic construction have become an important function 
of the state apparatus. In summing up and learning from its experiences of 
more than 30 years in economic administration, China has adopted a new method 
of economic organization and administration with large and medium-size cities 
as the centers. The "Decision of the CPC Central Committee on Reform of the 
Economic Strcuture adopted in the 3d Plenary Session of the llth Party Central 
Committee clearly pointed out: “After the functions of government and 
enterprises are separated, the central role of cities must be brought into full 
play and open and interconnected economic zones of various sizes gradually 
formed with support from cities, the large and medium-size cities in particular.' 
This marks an important breakthrough in China's traditional system of economic 
administration and poses a new task for us in reforming the economic structure. 
Shanghai is China's largest industrial and commercial city and economic center 
and should conduct active explorations and experiments in establishing a 
socialist structure with Chinese characteristics and in giving play to role 

of central cities in economic organization and administration. 


IL Fully Exercizing Shanghais Comprehensive Functions As a Central City 


For more than 30 years since liberation, economic administration was conducted 
along the lines of administrative departments and administrative zones, and 
with administrative methods, while the need for independent economic structures 
in various regions was one-sidedly stressed. Thus the horizontal regions were 
severed, and with its position as an economic center weakened, Shanghai could 
not fully exercise its functions. Now should be the time to restore and 
strengthen its position as an economic center. According to the central 
authorities’ requirements for Shanghai's transformation and development, 
Shanghai must make good use of its comprehensive functions as a central city 
in order to play the role of the base, the vanguard and the "bridge" in the 
national modernization program. 
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A. Continued development of its role as a production center: Shanghai is an 
old industrial base of China, with more than 8,000 factories. There are many 
industrial branches, including metallurgy, petrochemical industry, machine-tool, 
electronics, shipbuilding, textile and light industries, and handicrafts, in 
addition to a strong foundation for traditional industries. Furthermore, there 
are certain newly emerging industries with fairly advanced technical equipment 
and business management, producing fine-quality products. Shanghai not only 
supplies a large number of technical equipment and industrial products for 
daily use, but also maintains close relations with many regions in the country, 
and particularly the neighboring provinces, cities and countryside in 
cooperative production and techaical cooperation. One of the main functions of 
Shanghai is that of an industrial production center. In the future it must 
adopt different methods to develop joint production according to its three- 
level relationship with the economic zones, the Eastern China Region, and 
various parts of China. With assistance in technology and guidance in the 
improvement of management and product quality, it will give an impetus to 
industrial development in the interior. 


B. Restoration and development of its function as trade center: In a society 
of commodity economy, exchange is the link between production and consumption 
and provides the conditions for the cycle of social reproduction. It is also 
the main channel for the central city to form its horizontal relations with 

the surrounding areas. Therefore, the most basic function of a central city 

is to serve as a trade center. Shanghai is located at the mouth of the Chang 
Jiang and along the coastline. It faces the Pacific Ocean to the east, adjoins 
the Chang Jiang drainage basin in the interior, and enjoys very good 
geographical advantages. These are the favorable conditions for its foreign 
and domestic trade. In the past, we organized production and circulation 
according to the nation of the product economy, and industrial products had 

to be transferred from one level to another while materials were allocated 
through various departments. Since the handling of foreign funds was 
centralized, the innate horizontal relations of economic activities were 
disrupted, and the role of trade centers was seriously weakened. In the future, 
we must break away from the traditional concept of "stressing production and 
slighting circulation,” reform the circulation system, and transform Shanghai 
into an important base for foreign trade, the main gate for the entry of 
foreign funds, and the largest commodity depot in the country. 


C. Restoration of its function as financial center: Commodity and money are 
like an image and its shadow and the development of commodity economy must be 
accompanied by financial prosperity. Thus another important function of a + 
central city is that of a financial center. Shanghai formerly was China's 
largest financial center and a well-known international financial center. 
After liberation, the long closed-door financial system with only a single 
financial channel undermined its role as financial center. In the future, 
along with the planned development of commodity economy, the opening of 
Shanghai to other parts of China and to the world will be an irreversible 
trend, and the study of ways and means to transform Shanghai into China's 
financial center and then an international center will be an important task. 
A 1,000-1i journey starts from where we now stand. At present, we must give 
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more power to the various specialized trades in Shanghai and practice a 
system of financial responsibility so that with increased deposits, more 
loans can be extended. The horizontal movement of funds can take place 
within the Shanghai economic zone in the form of short-term loans. The 
establishment of local banks and investment and trust companies should be 
permitted to facilitate the raising, collecting and transfer of funds. If 
necessary, funds can be directly raised on the international financial market 
by issuing bonds, and so forth. Controlled experiments may be conducted in 
foreign currencies, securities and other financial transactions so that the 
financial market will be gradually opened. 


D. Bringing into play its role as the center of scientific and technological 
development and exchange of personnel: The advance of science and technology 
is an important factor in the development of social production. Shanghai has 
711 scientific and technical research organs with 322,000 scientists and 
technicians of various sorts, 32 institutes of higher learning, a huge number 
of skilled workers, and more than 1.2 willion retired workers. Its scientific 
and technical force is fairly strong. Because of regional blockades and 
departmental ownership, it was very difficult to develop scientific and 
technical exchange or personnel exchange. Some breakthroughs have been made in 
recent years. Through paid technology transfers. technical cooperation and 
technical consultation, the scientific research units, institutes of higher 
learning, plants and enterprises in Shanghai have continually passed on 
practical and suitable technologies to the inland enterprises. According to 
incomplete statistics, half of Shanghai's technical research achievements 

have been passed on to the interior for popular application. In 1983, some 
institutes of higher learning in the interior jointly undertook 344 technical 
cooperation projects. The flow scientific and technical personnel has begun 
to become rational. Since 1982, more than 500 persons in various trades above 
the rank of assistant engineer have been transferred from Shanghai to work in 
Anhui, Guangdong, Zhejiang, Shandong and other fraternal regions. In the 
future, we should adopt even more flexible policies and further develop 
Shanghai into a center of the exchange of technology and personnel. 


E. Development of its role as the center of information and consultation 
services: For a modern central city, the transmission of information and 
consultation are important functions whose importance we formerly did not 
sufficiently realize. Development was slow; only traditional commercial 
service developed-slightly. In the future, we must energetically develop 
tourism, insurance, trust, real estate, and such tertiary industries as 
accounting, legal, practice, information and consultation to serve production 
and daily living. This will also bring into full play the various functions 
of the central city so that it can serve various regions and sectors of the 
country and more effectively promote international economic and trade relations 
and friendly contacts. 


III. Reform of Central City Economic Structure 
For economic organization and administration with the support of the central 


city , we must on the one hand rely on its “radioactive” and "absorbing" 
power to develop its diversified functions, and, on the other hand and more 
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important stili, introduce an administrative system that is suitable for the 
utilization of the central city. This will be a ditficult task. Since we 
still lack the experience, further exploration and research are necessary. To 
bring into play the role of a central city in economic organization and 
administration, we must carry out the following reforms: 


A. Simplification and decentralization of administration to increase the 
vitality of enterprises: Enterprises play a direct role in production and 
circulation and are the leading force in scientific and technical progress and 
in developing social productive forces. They are also the living ce!ls of the 
city's economy, and these cells must be kept alive for the city's economy to 
grow. In other words, the basic-level enterprises must be given freedom of 
action and more real power, have greater vitality, and be duly invested with 
authority before they can leave their confines and develop horizontally. That 
is why in giving play to the role of the central city we must resolutely 
expand the decisionmaking power of enterprises in business operations. 


From the standpoint of orientation, expansion of the enterprises’ decision- 
making power in business operations means the delegation of authority from 
various administrative departments to the lower levels in accordance with the 
principle of simplification and decentralization of administration so that all 
the power to be exercised within the sphere of production and business 
operations will be in the hands of the basic-level enterprises. In due course, 
the government departments will no longer control the enterprises. All 
factories, stores, construction teams, communications and transportation 
enterprises, and companies being run as enterprises will become relatively 
independent commodity producers and dealers with independent accounting, 
independent operations and responsibility for their own profits and losses, 

or economic entities with responsibilities, rights and interests under the 
guidance and control of state policies, laws and plans. The enterprises’ 
power of policy decision concerning the organization of production, marketing 
of products, procurement of materials, use of funds, recruitment of workers, 
appointment of cadres, and payment of wages will also be enlarged. 


At present, the enterprises should enjoy the favorable conditions of self- 
development in order that they can be more active in technical transformation 
and in the development of new products. The proportion of their retained 
profits should be appropriately raised and they shou'd be permitted to make 
overall readjustments in the use of funds. The wage system should also be 
reformed to give more flexibility to the enterprises in the internal 
distribution of benefits. Shanghai has tried out the methods of contracted 
responsibility for payroll and the system of floating wages based on the 
economic results. These measures have yielded fairly good results and their 
orientation is correct. They are expected to be popularized in separate 
groups and in different periods. Those enterprises with good economic 
results, advanced technology, and substantial contributions should be allowed 
to become wealthy ahead of others. ‘t the same time, along with the 
popularization of the system of internal economic responsibility, the 
enterprises will make their own decisions on the forms to be adopted in 
improving their internal distribution, wages and bonuses. They should be bold 
in enlarging the gaps between the wage and bonus brackets of different workers 
and in using rewards and punishments as an incentive to greater contributions 
from the workers. 


16 





To delegate the power of business management to the enterprises, Shanghai still 
needs to readjust and reform various types of companies now being run 
administratively. Without readjustment and reform, it will be difficult to 
delegate the power to the basic-level factories. As a tentative measure on the 
basis of an all-round delegation of power, some companies can be run as 
enterprises, others can be changed into trade associations, and some large 
plants can freely withdraw from them to reorganize other companies according 

to the circumstances. Inside the companies, the division of power between the 
two levels should also be carefully handled in order to arouse the enthusiasm 
of the companies and the plants. 


B. Reforming the system of circulation, clearing the channels of circulation: 
A system of circulation which cannot work smoothly will be a handicap to the 
functioning of a central city. We must reform the system of circulation as 
required for an open, multichannel and unified socialist market with few 
intermediate links. 


The key to the reform of the system of wholesaling for industrial products in 
daily use is to abolish the overlapping wholesale stations and to simplify and 
improve the wholesale system at the first, second and third levels. Some first- 
level stations can be merged with the municipal companies to form special 
wholesale companies. There are now two experimental stations of this type which 
will be extensively popularized next year. We should actively establish trade 
centers or trade markets of various types and at different levels, widen the 
channels of circulation, and bring about better coordination between production 
and marketing. Through direct order for goods and free transactions, we should 
change the method of relying on the order-placing meetings as the sole channel 
in the distribution of commodities and open unified markets with more channels. 
For the system of circulation for agricultural sideline products, we should 
continue to readjust our policy of purchasing and marketing, reduce intermediate 
links and increase the facilities for direct circulation as much as possible. 


For the circulation of materials, the practice of exclusive state handling 
should be eliminated so as to change the single channel of distribution and to 
increase the channels of procurement and supply. Instead of exercising their 
control over distribution, the materials enterprises should be engaged in 
circulating materials. While attending to the supply of materials according 

to mandatory plans, they should form and develop comprehensive and specialized 
trade centers for handling the means of production, and, through integration, 
cooperation, processing and importing, actively organize the sources of supply 
for the products and raw materials as required by the guiding plans and market 
regulation. The supply and marketing organs under the industrial departments in 
charge should be gradually changed into companies and run as enterprises. They 
will handle the regular and subsidiary raw and semifinished materials for their 
own system and serve the basic-level plants. 


The foreign trade system must pay attention to the role of Shanghai as a trade 
center. According to the principle of separation between government administzation 
and enterprise management, all the foreign trade companies in Shanghai should 

be oriented to the whole country and become entities of economic and trade 
relations with foreign countries. They will operate independently and assume 
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responsibility for their own profits and losses. To meet the frequent changes 
in the foreign market, efforts should be made to achieve some flexible forms 
of operation. We should adopt the agency system for industrial products and 
the procurement system for agricultural sideline products, native products and 
speciai products. The combinations of industry and foreign trade, technology 
and foreign trade, and import and export should be strengthened, and trade 
companies may be formed to combine domestic with foreign trade. Large 
industrial enterprises with the required qualifications mav handle their own 
exports as approved by the authorities. The foreign trade companies in all 
provinces, municipalities and autonomous regions in the country are welcome 

to utilize Shanghai port's favorable conditions for their own foreign trade. 
Shanghai will actively provide services regarding economic information, 
consultation, customs declaration transportation, processing and split 
shipments. 


C. Opening up to other parts of the country to develop economic and technical 
cooperation: If Shanghai wants to be prosperous, it must be opened to various 
countries in the world in order to draw in foreign funds and foreign technology, 
and be more capable of accomplishing the four modernizaticns. At the same time, 
it must be opened to various parts of the country so that Shanghai's economy 
can gain more vitality and more room for expansion. Strengthening Shanghai's 
economic relations with the interior is an important aspect of bringing into 
play the role of a central cicy. 


1. It must open its doors and create various favorable conditions to welcome 
units of the fraternal provinces and regions to Shanghai to open their factories 
and trading companies, to build commercial mansions, and to widen the channels 
of circulation of goods from the interior. The fraternal provinces and regions 
should be permitted to open their offices in Shanghai to facilitate the 

exchange of information. Shanghai should also look to the interior for 
investment and to establish its enterprises and business offices to expand its 
economic relations. 


2. It should speed up its economic integration and technical cooperation with 
the interior in various forms. Since Shanghai's relations with the economic 
zone, eastern China, and with various parts of the country are formed at 
different levels, priority should be given to the economic zone where integrated 
production should be developed for brand-name products. In eastern China, stress 
should be laid on technical support and cooperation. In the border and remote 
regions, efforts should be made at combined exploitation of resource and 
technical assistance. The forms of integration may take the forms of joint 
venture, compensatory trade, cooperative production, joint production-marketing 
operation, joint purchasing-marketing operation, consultation serice, and joint 
exports; and economic integration of various types can be formed. To accelerate 
economic development in the interior, it has been decided that a "Shanghai 
Integrated Development Company" be formed, and preparations are being made in 
various forms and with economic means to combine technical support with 
commodities exchange and resource exploitation in developing economic and 
technical cooperation with the fraternal provinces and regions. 
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3. Flexible policies should be adopted to encourage the union of Shanghai's 
exterprises with those of other places. The enterprises should be permitted 
to form their associations freely, and the departments in charge should aot 
arbitrarily make decisions for them. In the union, the above-quota products 
may be divided in proportion to the investment and the enterprises will have 
the right to sell them. The after-tax profits o: joint vertures can be 
entirely retained by the enterprises, and the workers dispatched to the 
united enterprises can have their income raised correspondingly. 


Furthermore, to increase the city's economic power, the financial and banking 
structures should also be reformed so as to increase Shanghai's power over 
foreign trade and help it develop its urban economy under the unified 
leadership of the central government. This does not mean the creation of a 
new region, Sut rather an increase of economic power for the city so that 
Shanghai will be stronger in “radiation” and “absorption” for unions at home 
and competition abroad. It will then be easier to bring into play the role of 
central cities in economic organization and administration. 


Shanghai is China's largest economic center, and the state leaders as well as 
the people through the country are paying close attention to and placing great 
hopes’ on its development. It should resolutely act in accordance with the 
spirit of the directives from leaders of the central authorities and bring into 
play its role as a multifunctional city instead of stressing only the supply 

of products and revenue. It will then become the largest commodity depot and 
the most important foreign trade center; the main pate for attracting foreign 
funds and foreign technology; the bridge for passing on technology and 
administrative experience; an important financial market and a national 
economic, technical and formation center; and an important base for personnel 
training and the supply of consultation services. On the whole, we must build 
Shanghai into an open, multifunctional and modern socialist city with a rational 
structure of preduction and a high level of civilization. 


$411 
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NINGBO MAYOR ON CITY'S FOREIGN TRADE PROSPECTS, TASKS 
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(Article by Geng Dianhua [5105 0368 5478], Mayor of Ningbo City: "Bright 
Prospects for Ningbo in Opening to the Outside World") 


[Text] Our government has decided to further open 14 coastal cities, 
including Ningbo, to the outside world so that a frontal region of opening to 
the outside world will be formed from north to south. This strategic Central 
Committee decision has extended our field of vision from a domestic to an 
international scope. It has opened up bright prospects for us in boldly 
carrying out economic and technological cooperation, developing trade 
exchanges, supplying what one another needs, and learning from other's strong 
points to offset our own weaknesses with the various countries and regions in 
the world on the basis of self-reliance and under the principle of equality 
and mutual benefit. This is of major and profound significance for developing 
further the strengths of our coastal cities, accelerating the economic 
development of the coastal region and promoting the modernization of the whole 
country. Filled with exultation, the 4.81 million people of Ningbo express 
resolute support for this major strategic decision. 


Ningbo has many favorable factors for opening to the outside world, the most 
prominent being a geographically outstanding location with a gifted deepwater 
harbor, which has a large loading and unloading capacity and very great 
potential for development. Ningbo Port is situated in the middle section of 
our coastline, with international shipping routes to Korea, Japan and the 
various countries in Southeast Asia. It is at the center of a radiating fan. 
At present, the three harbor zones of Ningbo, Zhenhai and Beichang have been 
built, with 21 1,000-ton to 10,000-ton berths and an annual loading and 
unloading capacity of over 20 million tons. In particular, the Beichang 
harbor zone has a seabed of rock formation, with water over 21 meters deep. 
The water territory is broad. There are islands which serve as natural 
defense. There is no freezing or silting. The harbor is smooth and calm. A 
120,000-ton ocean liner can go through smoothly all day. In addition, the 
land territory is vast and there is no shortage of clear water. A port with 
such factors is truly second to none in our country. Even Hong Kong, one of 
the world's largest fine harbors in the world, is roughly half that of 
Beichang Port in terms of depth of the shipping route and area of water 
territory. Beichang Port has a 10-km-long deepwater coastline, along which 
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new piers for 100,000-ton to 200,000-ton ships can be built. In the future, 
the loading and unloading capacity of Ningbo Port may reach over 100 million 
tons. The Beichang Railroad which runs into the Zhejiang-Jiangxi line will be 
laid within this year. The inland waterway links up with the Seijing-Hangzhou 
Canal. The present airport can be transformed into a second-class 
international airport. This way, the city will become an extended 
communications network involving waterway, highway, railroad and airway with a 
deepwater fine harbor as the center. This is extremely favorable to 
developing large-scale transit trade, transit transportation and large-scale 
harbor industries. We can forecast that, in the near future, Ningbo will 
fully become an international transit port for trade and transport. With the 
development of the East China Sea oilfield, the position and role of Ningbo 
Port will be further manifested. 


Another favorable factor for Ningbo to be opened to the outside world is a 
considerably sound foundation of industrial and agricultural production with a 
relatively developed foreign trade. In 1983, its gross value of industrial 
and agricultural output constituted one-fifth of that of the whole province, 
and the volume of foreign trade import-export goods constituted over half of 
that of the province. Traditional industries include primarily textiles, 
machine-building and food. A large number of core enterprises will rise along 
the newly-built coast. Among them, the Zhenhai Power Plant already has two 
operating 125,000-kw generators. The Zhenhai Petrochemical General Plant has 
attained an annual crude oil processing capacity of 2.5 million tons. The 
primary agricultural products are rice, wheat, rape and cotton. Among then, 
the famous "Guangzhou No 2" wheat is the best raw material for brewing beer. 
The whole city has over 2 million mu of inner sea, beaches and inland water 
surface, which are presently used for rearing razor clam, kelp, laver and 
fresh water fish. There is great potential for further development. The 
whole city has an agricultural labor force of 960,000 people, sufficient 
manpower for large-scale economic development and construction. The major 
commodities for foreign trade export are embroidered clothes, gold and silver 
embroideries, bone and wooden inlays, bamboo reed, straw mat and lacquer 
painting with gold inlay, as well as water meters and bronze valves, which are 
sold to over 70 countries and regions on the five continents. The traditional 
native and special products exported are frozen geese, dumplings, eel fry, 
honey, bulb of fritillary, and grouper, which are extremely popular on the 
Hong Kong and Macau markets as well as the international market. 


Ningbo is well-known for its scenic beauty, and it has abundant tourist 
resources. It is a good place for opening to the outside world and for 
developing the tourist business. Its world-famous scenic and historical sites 
include the "three temples, two lakes and one pavilion," which are: the 
Tiantong Temple, second only to the world-renowned Wushanyun Zen Temple, the 
Ayuwang Temple which stores the Buddhist treasure "Sakyamuni," and the Baoguo 
Temple, a rare and well-preserved Song Dynasty Wooden Structure south of the 
Chang Jiang; Donggian Lake, the largest lake in Zhejiang, which is equivalent 
in size to four Xi Hu, and the Yue Lake, which is the place of assembly 
historically for the literary people in Eastern Zhejiang; ard the Tianyi 
Pavilion, our country's extant and oldest library. There is also the Zhaobao 
Mountain, which stands tall on the coast of the East China Sea, and beautiful 
Xikou in Fenghua; and Putuo Mountain, which is one of the four largest 
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Buddhist mountains in China, with its Tiantaiguo Mosque, is near Ningbo. 
These are all ideal for tourism and for academic research. 


I feel that a gifted harbor, abundant natural resources and an economic basis 
of considerable scale are certainly favorable factors for opening to the 
outside world. However, what is more important is the special power which the 
central authorities have entrusted to Ningbo and not to the hinterland in 
opening to the outside world: 


Now, our municipal people's government has the power to examine and approve 
production projects which are under $5 million. There is no quota on the 
nonproduction projects, such as hotels and tourist facilities. We have the 
power to approve the establishment of wholly-owned foreign enterprises and to 
extend the period of joint operation of joint ventures. We have the power to 
approve the import of equipment. We have the power to approve the 
organization of delegations to carry out inspection abroad and to invite 
foreign businessmen to visit our city to carry out inspection and talks 
directly. 


This city has offered the following preferential treatment to Chinese- 
foreign joint ventures, cooperative enterprises, and wholly-owned enterprises: 
we will impose a 15 percent enterprise income tax on all technology-intensive 
and knowledge-intensive projects or projects with an investment of over $30 
million by foreign businessmen with a long period for investment recovery. 


The following items are exempt from customs duty and import industrial- 
commercial tex: production and management facilities and construction 
apparatus and materials imported as investment; raw materials, components and 
devices, parts and components, and packaging materials which are imported for 
the purpose of producing export products; communications tools and articles 
for use in offices which are imported for our own use; and household articles 
and transportation tools which the investing foreign businessmen or foreign 
technological and staff personnel import for their own use. 


The products of the above-mentioned enterprises which are exported are 
exempt from export customs duty and the incustry-related portion of the 
industrial-commercial tax. 


We must build an economic and technological development zone in the Beichang 
darbor Zone. Inside the economic and technological development zone, this 
city has embraced even greater power of examining and approving foreign 
investment projects, and has provided the following even more favorable terms: 


--For Chinese-foreign joint ventures, cooperative enterprises, and wholly- 
owned foreign enterprises, the enterprise income tax will be 15 percent. 


--Remittance tax is not levied for the remittance of profits legally obtained 
vy foreign businessmen. 


--The preferential policy and management method adopted by the special 
economic zone can be similarly implemented in the economic and technological 
development zone and applied to the import of construction materials, 
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production facilities, raw materials, parts and spare parts, components and 
devices, transportation tools and office equipment used by the enterprises 
themselves as well as the export or domestic sales of products. 


We can sell on the domestic market some of the advanced technological products 
which are placed on the market by Chineve-foreign joint ventures, cooperative 
enterprises, and wholly-owned foreign enterprises that are set up in the urban 
area and inside the economic and technological development zone. 


After our government designated Ningbo as a city to be opened to the outside 
world, foreign businessmen from countries and regions throughout the world, 
especiaily overseas Chinese and Hong Kong businessmen, have continuously come 
to Ningbo to visit, carry out inspections and hold talks on economic 
cooperation. In late June this year, Wang Kuancheng [3769 1401 6134], 
director of the Hong Kong Chinese Business Association, told this reporter 
after his visit that Ningbo's greatest strength is Beichang Harbor. Not only 
is it a natural and fine deepwater harbor, but presently is basically capable 
of having complementary clear water and energy facilities. It also has a 
large land territory. It can be fully developed into one of the largest 
harbors in China. Ina certain sense, Ningbo is even more attractive than 
Hong Kong. Therefore, investment in Ningbo is what we hope for and what the 
foreign businessmen pray for. 


After his inspection to Ningbo, Xu Shuyuan [1776 0647 3293], director of the 
Association of Businessmen of American, Asian and Pacific Descendants, 
immediately signed a letter of intent on economic cooperation with concerned 
sectors in Ningbo. After returning to the United States, in a tone of 
excitement, he expressed in writing his determination to carry out investment 
and development and economic cooperation in Ningbo: "Of all the large cities 
in China, Ningbo has left the deepest impression on me. Its geographic 
environment is indeed the most ideal target for development. Thus, I am quite 
confident that there will be good tidings in a short period of time." After 
visiting Beichang Harbor, Bao Yuxing [0545 3768 2505], a celebrity in Hong 
Kong industrial circles and chairman of the board of the Hong Kong Liancheng 
Ship Company, exclaimed: I deal with shipping. I have been to many harbors in 
the world. My home country possesses such a fine and gifted harbor with such 
great potential. After returning to Hong Kong, he immediately sent two 
specialists to Ningbo to discuss the matter involving the building of high- 
Class hotels. To date we have received over 130 foreign businessmen from 15 
countries and regions, and have held talks and signed agreements on 39 
projects. These projects include building an international airport; 
developing a hovercraft line; building high-class hotels; importing man-made 
leather, color television, canned food and Western-style clothes production 
lines. Many projects have already made substantive progress. At present, 
foreign businessmen from all over the world are coming one after another to 
seek the broad road for economic development. 


In order to do a good job of further opening to the outside world, Ningbo has 
already carried out planning in the following six respects: importing advanced 
technology, transforming traditional industry, and building well the old urban 
area; building a 49-sq-km economic and technological development zone; 
establishment of an external monetary and trade center; import of advanced 


23 











technology, transformation of traditional agriculture, and increased export of 
agricultural sideline, native and special products; active development of 
science and technology and education, and accelerated training of skilled 
personnel; and vigorous development of tourism resources and establishment of 
a tourist district that embraces Eastern Zhejiang characteristics. Inside the 
economic and technological development zone, we hav planned to set up harbor 
zones and storage bases for light-type industries, international transit 
trade, heavy-type industries, export of finished petroleum products and 
petroleum transit. 


Currently, in order to take our first step in a down-to-earth manner, we are 
emphasizing the following: 


First, emphasize the technological transformation of old enterprises, rapidly 
promote a group of medium-sized and small-scale projects which involve little 
investment, rapid turnover, fine results and which utilize foreign capital. 


Second, strengthen the construction of the infrastructure and work hard to 
create a fine environment for investment. Utilize the Ningbo Military 
Airport, add to the facilities and strive to operate small airplanes by 
"October 1" this year. At the same time, build an international civil airport 
southwest of the city; emphasize the import of a program-controlled telephone 
system for 10,000 users, open up 960 lines of microwave telephones from Ningbo 
to Hangzhou, and institute international direct-dial calls as soon as 
possible; improve the highway throughway and the urban roads for traffic as 
well as the water and electricity supply factors of the Beichang and Zhenhai 
harbor zones; and do a good job of the "seven openings and one leveling" of 
the economic and technological development zone. 


Third, actively develop the tourist business and build relatively high-class 
hotels and restaurants as soon as possible; improve urban transportation 
vehicles, set up car rental companies and emphasize properly the preservation 
and development of famous tourist and scenic spots. 


Ningbo is an ideal and precious place for development and construction. We 
sincerely welcome economic organizations, industrialists and businessmen, and 
bankers from the various countries and regions in the world to adopt such 
means as Chinese-foreign joint venture, wholly-owned foreign enterprises, 
cooperative enterprises, compensatory trade, processing of imported materials, 
and assembly of imported parts as well as other interesting means to set up 
industrial and commercial enterprises in Ningbo, and carry out transit trade, 
tourist services and other developmental causes. On the basis of equality and 
mutual benefit, we will carry out broad and effective cooperation with all in 
the various realms. 


The road has been opened and our prospects are bright. I believe that as long 
as we conscientiously implement the strategic policy decision of the central 
authorities and work actively, Ningbo's trade interchanges and economic 
cooperation with the various places in the world in the future will develop to 
an even greater extent, and a brand-new state will definitely appear in Ningbo 
in its work of further opening to the outside world. 
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LIANYUNGANG DEVELOPMENT PLANS DISCUSSED 

Beijing GUOJI MAOYI /INTERTRADE/ in Chinese No 2, 27 Feb 85 pp 28-29 
[Interview with Xu Sha /1776 3097/7, vice mayor of Lianyungang, by GUOJI MAOYI 
reporter: “Lianyungang To Become a Modern Port City"; date of interview not 
given/ 


/Text/ /Question/ Lianyungang is one of the 14 coastal cities newly opened 
to the world. In your opinion, what advantages does it have? 





/Answer/ Lianyungang has many advantages, but the most important are in 
communications and resources. 


As well all know, Lianyungang is located along China's eastern coast. There 

are shipping routes linking it with the five continents and four oceans. With 
Yuntaishan at its back and the two islands of Donglian and Xilian in front, 

the city has a natural, ice-free port. It has been 50-odd years since the city 
has first opened in 1932. Currently the port can handle only 8.57 million tons 
of goods a year, but given its favorable natural conditions, its development 
prospects are extremely bright. As Chairman Li Xiannian said, “Lianyungang will 
some day rival the most modern ports in the world.” Right now, the pace of 
port construction is accelerating by the day. Several 10,000-ton piers are 
under construction, as is a major dam to obstruct the flow of the sea. The 
handling capacity of the port will exceed 60 million tons before the end of 

the century. 


The communications superiority of Lianyungang is not limited to its fine, 
natural harbor. Even more essential is its connection with the railroad that 
joins the eastern and western parts of the country, the Gansu-Huanghai Railroad. 
Running between Lianyungang in the east and Lanzhou-Xinjiang Railroad in the 
west, the Gansu-Huanghai Railroad can be described as China's only east-west 
“giant land bridge." It connects over 10 provinces in western and eastern 
China, making Lianyungang the most accessible seaport for this vast area. 

Now that it has recently been opened to the world, Lianyungang has become more 
than a distribution center for merchandise and import and export trade. It 
must also fulfill its "window" function; inland provinces linked by the Gansu- 
Huanghai and Lanzhou-Xinjiang Railroads hope to get in touch with the world 
through Lianyungang so as to import technology and attract foreign capital. 

On the other hand, foreign businessmen also want to establish contacts with the 
through Lianyungang. Therefore the city must fully exploit its communications 
strengths if it is to take off economically. 
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Another major asset is Lianyungang's varied and abundant resources, not only 
mineral resources, but also those in land, energy, water, agriculture, forestry 
and tourism. Compared to other coastal cities recently opened, Lianyungang 

is a latecomer, which means that it still has a lot of usable land. Moreover, 
with its relatively favorable geological conditions, it does not lack fresh 
water, unlike most ports in the north. Another advantage is its large contingent 
of workers who have had at least an elementary education. Also, there are 
potential tourist attractions. When it comes to mining resources, Lianyungang 
is also well endowed. It is surrounded by rich deposits of serpentine, marble 
and granite, which makes possible the development of a broadly based industry 
in construction materials. Abundant deposits of apatite in the area aiso give 
it an edge in the development of a phosphate chemical industry. Then there are 
potential petroleum resources in the continental shelf in the Huanghai Sea. 


Situated in a land of mountains and rivers, Lianyungang has made significant 
gains in agriculture, forestry, animal husbandry, sideline production and 
fishery. Oil-bearing crops such as soyabeans and peanuts, grain crops such as 
corn and rice: you name it, we produce it. Our surrounding waters are a rich 
source of aquatic products. Our prawn breeding industry is the nation's best. 
The development of a food processing industry not only meets the people's needs 
but also exploits one of our leading assets. The Jiangsu Suntory Food Co, Ltd, 
a joint venture with the Suntory Company of Japan, formally opened for business 
on 1 November 1984. Our superior resources thus are essential to attracting 
foreign capital and economic takeoff. 





/Question/ Can Lianyungang be developed into an integrated industrial center 
embracing the phosphoric acid silicon, construction materials, paper manufac- 
turing, and food processing industries? 


/Answer/ You can put it that way, but it is not accurate. To characterize 
Lianyungang as a center for these four essential industries confines its scope 
of development. Better to say that Lianyungang makes the most of its advantages 
in these four industries or that it promotes economic results. To bring about 
an economic takeoff, the city requires an immense amount of capital. Since 
most of this capital cannot come from city coffers, a large part must come 

from loans. This means that we must devote whatever funds we have to those 
sectors of the economy which have a sound basis and produce quick returns so 
that we can pay off our debts as soon as possible and rely on our own accumula- 
tion to expand reproduction. In this way, a positive economic cycle can be 

set in motion. The phosphate chemical industry, food processing, and paper 
manufacturing are all well-established industries in Lianyungang. The Panda 
brand toilet paper has become famous abroad and is much sought after. In Hong 
Kong, it is said that the upper class uses an upscale toilet paper like Panda. 
I believe that if we give priority to the development of these industries, we 
can certainly accelerate economic growth across the board in the city. 


Of course, this should not be taken to mean that the development of Lianyungang 
is to be limited to those industries. On the contrary, we must develop other 
new industries step by step and in a planned way. We will develop any industry 
provided that we have the right conditions for it and that it will contribute 

to our economic takeoff. We sincerely hope to cooperate with our foreign friends 
in every way and also welcome our sister provinces and cities to help us in 
construction. 
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/Question/ How does Lianyungang intend to attract foreign capital? 


/Answer/ I think we should first zero in on urban transformation and infra- 
structural construction. The appearance of our city, municipal sanitation and 
services still leave much to be desired, so we are in the process of getting 
rid of conditions incompatible with the opening of our city to the world. 

The transformation of the old city has also begun and plans are afoot to build 
new residential and commercial areas near the seashore. Lianyungang has great 
tourism potential waiting to be tapped. We propose to develop four tourist 
resorts with vacation amenities and decent hotels. Infrastructural projects 
affect all aspects of production and urban life. It is our primary concern 

to make sure that water and ‘electricity supplies are available and roads in 
place so that when the foreign investor arrives, he can put up his factory and 
go into production right away. We are going all out to effect a basic change 
in municipal appearance, environmental sanitation, urban services and infra- 
structural facilities by the end of 1985. 


The formulation of sound laws and regulations governing investments and spelling 
out preferential treatment is essential to the attraction of foreign ca ital. 

We must promptly do whatever is within our power in such 

preferences, land rent preferences, tax breaks and customs procedures simplifi- 
cation. Where issues must be threshed out in consultation with the departments 
concerned, we should do so as soon as possible. 


We should carry the open-door policy further to the grassroots. Existing pro- 
cedures concerning the review and approval of joint ventures are too cumbersome 
and enterprises have too little authority. We intend to delegate more powers 
to them and strenghen the autonomy of basic units so.that they can deal with 
the foreign investor directly. This is one way of quickening the inflow of 
foreign capital and increasing economic results. Of course, this is an idea 
which must be phased in gradually, step by step. 


/Question/ Tell us something about the future you envisage for Lianyungang. 


/Answer/ I have already made a couple of points along that line. To sum up, 

in the near future Lianyungang must fully exploit its own advantages, ener- 
getically go after foreign capital and advanced technology and gradually perfect 
its industrial structure to pave the way for economic takeoff. The utlimate 
goal is to transform Lianyungang into a modern port city and a center for 
entrepot trade and scientific research. 
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STRATEGY FOR MACHINE INDUSTRY IN ECONOMIC ZONES, COASTAL CITIES 
Beijing GUOJI MAOYI /INTERTRADE/ in Chinese No 2, 27 Feb 85 pp 30-32 


/article by Yi Hui /1707 6540/: “Development Strategy for the Machine Industry 
in Special Economic Zones and Coastal Cities"/ 


fRexe/_ The development of the machine industry in special economic zones 

*3/ and coastal cities influences not only the economic and technical 
Soveitynent of the zones and cities themselves, but also the future of the 
entire nation's machine industry. To ensure healthy growth for the industry 
in thezones and coastal cities, we must choose a correct development strategy. 


A. Build on one's present basis and develop in one's unique way: Because of 
their different histories and disparities in state funding levels, the machine 
industries in the SEZ's and 14 coastal cities are at various stages of develop- 
ment. By and large, they can be divided into three groups: strong, stable, 

and weak. The first group includes those in Shanghai, Tianjin, Dalian and 
Guangzhou, which have their own distinctive products. With their high managerial 
and technical standards and good economic results, they are the nation's leaders 
in this sector of the economy. Stable machine industries can be found in 
Qingdao, Yantai, Nantong, Ningbo, Fuzhou, Xiamen and Shantou. Mostly made up 
of small and medium-sized enterprises, they have turned out a host of products 
which have secured their own niche in the markets. Weak machine industries 

are those in Qinhuangdao, Lianyungang, Wenzhou, Shenzhen, Zhuhai, Zhanjiang 

and Beihai, where the basic capacity for machine production is lacking. 


By “building on one's present basis and developing in one's unique way," I mean 
essentially the following: 


1. Map out a development path in light of the zone or city's present basis. 
Cities with strong and stable machine industries should embark on the road to 
technical transformation. The biggest problems in these cities are backward 
design, backward technology and backward processing and testing equipment. 

The most effective way of upgrading the technical standards in the machine 
industry in the shortest time possible is to introduce advanced technology, 
import key processing and testing equipment and technically overhaul existing 
enterprises. Since it requires only limited investments and promptly produces 
the desired results, this approach represents the best strategy for technically 
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modernizing a large number of old enterprises, improving the technical standards 
of products, and increasing economic results. In general, it is not advisable 
to build new plants, which is more suited to new trades and new technology. 
Where the machine industry is still fragile, as it is in some cities, there 

may be a case for putting up new factories, depending on needs. 


2. Exploit whatever strong points one has and create famous brands. Various 
cities have turned out a number of well-known products which are competitive 

and can hold their own in international as well as domestic markets. Associated 
with these popular products is a number of machine enterprises which are in a 
technically strong position. The cities should hang on to these brandname 
products and refine and improve them continuously. In making investment 
decisions, they should give preference to the scientific research of the 

machine industry so as to encourage the production of families of such products 
and increase output to satisfy both domestic and foreign markets. 


3. Pay attention to the rationalization of production organization and 
strengthen specialized cooperation. To achieve the former, a city, first of 
all, must not go it alone. Instead, it should make full use of what the nation 
and the world can offer and increase cooperation. Do not try to start from 
scratch in every way. Casting blank, for instance, can be obtained in the 
interior. Coastal cities should concentrate on processing and assembling. As 
far as plants which serve the national market are concerned, such as heavy 
machine plants and casting and forging works, we should not build new factories. 
Instead, we should focus on the development of machine processing and assembling 
factories. Second, whether we are modernizing old enterprises or building new 
ones, do not aim for all-purpose piants. Nor should we have a big-project 
mentality. Rather, our goal should be specialized factories and small factories, 
which require small investments, have a quick turnover, produce results quickly 
and generate high profits. Third, do not be overly concerned with the more 
glamorous aspects of the industry to the neglect of accessories and spare parts. 
Even while we try to attract foreign capital and introduce foreign technology, 
we must make a special effort to develop the nuts and bolts of the industry and 
improve its quality. 


B. Strengthen cooperation with the interior so that it can develop in tandem 
with the coastal areas: The basic rationale underlying the establishment of 
SEZ's and the opening of coastal cities is to boost economic growth nationwide. 
The open-door policy meets the development needs of not only the zones and the 
cities themselves but also the adjoining areas and China as a whole. The 
interior supports the zones and the cities in their drive for economic develop- 
ment. The latter, in turn, serve as a “window” for the former as it tries to 
attract foreign capital and import foreign technology. The two sides make up 
each other's weaknesses, helping and relying on each other for mutual benefit. 
Only cooperation can bring about joint development. 


Because the coastal cities are at various stages of development, their modes 

of cooperation also differ. Well-develoepd cities are highly self-reliant when 
it comes to technology importation and economic development. In addition, it 
is their mission to help the interior. Underdeveloped cities, on the other 
hand, are more dependent on the support of the interior. For them, cooperation 
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with the interior is essential to faster growth. As for developing cities, 
they both support the interior and are supported by it; they may develop with 
their own resources or do so with some help from the interior. 


Cooperation should take a variety of forms. The more important ones are: 

1. Joint use of foreign capital. This includes the joint use of foreign 
loans, joint guarantees for loans and the establishment of joint ventures with 
foreign capital in accordance with a fixed distribution of shares. 2. Joint 
importation of technology. This includes the assumption of joint responsibility 
for the costs of importation and any risks involved, joint use of technology 
and the sharing of the benefits of importation in accordance with some formula. 
3. Joint scientific research and technical development. This includes joint 
research in certain basic technologies, joint research in key technologies 
needed by both parties, the joint development of products in response to inter- 
national and domestic market demands, and the exchange of scientific research 
experiences and results at regular scheduled intervals. 4. Production coopera- 
tion. This essentially means specialized cooperation under an agreement or 
contract. Production cooperation can also take the form of a complex in any 
of its various shapes, which contributes to the rationalization of production 
organization and the increase of economic results. 5. Joint use of experts. 
This is effected mainly through the exchange of personnel to make the maximum 
use of their potential. 6. Joint use of funds. Apart from joint ventures 
with foreign interests, joint ventures can be established with enterprises in 
the interior. 7. Joint sales and marketing. Joint circulation companies can 
be set up, geared to the marketing of goods in the international and domestic 
markets. 


Basic to long-term cooperative development is the proper management of the 
economic relations between the interior and coastal cities. The principles of 
cooperation are equality, mutual benefit and the sharing of the benefits of 
the open-door policy. To make cooperation attractive to the interior, there 
must be incentives in the form of preferential trea ment. We must not isolate 
ourselves from the interior while opening our door to the world. Nor must we 
favor the foreigner and discriminate against the interior. r goal is to 
"forge links with the interior and attract foreign capital," not “forge links 
with the world and exclude domestic firms." 


C. Integrate advanced technology and economic rationality closely in 
development strategy: Modern development requires advanced technology and 
economic rationality. So do the utilization of foreign capital and the intro- 
duction of foreign technology by our SEZ's and coastal cities. By and large, 
technical sophistication and economic rationality are compatible. Advanced 
technology promotes better economic results, whereas backward technology 
militates against them. It follows that in using foreign capital and importing 
foreign technology, SEZ's and coastal cities should stress the development of 
knowledge- and technology-intensive products. Underdeveloped cities, in 
particular, should discard their habit of looking at development as a series 

of stages through which we must pass one by one. We must set ambitious goals 
and advance by leaps and bounds. This way our zones and cities can come to 
grips with-advanced world technology in the shortest time possible, producing 
sophisticated products in factories which meet international technical standards. 
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Only thus can the SEZ's and coastal cities really act as a “window” for the 
machine industry. If we have only some backward imports to show for our 
massive investment of money and effort, then the establishment of the SEZ‘s 
and cities will have failed in its purpose. 


To ensure that we are buying state-of-the-art technology from abroad, we must 
pay attention to the following points now and in the near future: 1. Take 
seriously the high-tech revolution in the world. Seize every chance to upgrade 
the technical standard of our machine industry. First, with actual needs as 
our point of departure, gradually expand the applications of electronics in the 
scientific research, production and management of the machine industry and 
phase in computer-aided design, computer-aided production and computer-aided 
management. Second, actively exploit new technology to develop and design new 
products, for instance, by speeding up the development of electromechanical 
integration and gradually introducing such new materials as carbon fiber 
materials, industrial plastics, and precision veramics. Third, establish new 
branches of the machine industry such as fiber optics. 2. Strive to develop 
new machine products which are high-grade, precision and advanced o7 small and 
light. Examples are high-accuracy machine tools, numerically controlled 
machines, high-precision instruments and large hydropower and thermal generating 
sets. We must remedy whatever weaknesses there are in the industry to atisfy 
the nation’s need for precision instruments and iarge plants. To upgrade 
present machine products, the use of foreign capital and technology should 
revolve around the improvement of the technical standard of general equipment, 
components ani basic parts which are produced on a large scale. 


It must be pointed out that to aim high by developing knowledge- and technology- 
intensive products should not mean a total lack of interest in the nuts and 
bolts. Reaching for an unattainable goal is a case of more haste, less speed 
and will not make for better economic results or the integration of advanced 
technology and economic rationality. 


The achievement of economic rationality also involves organizational and 
managerial issues, the most important of which is laying solid groundwork for 
every piece of equipment imported, including sound feasibility studies and 
realistic economic and technical reviews. We must set up a strict economic 
responsibility system which will see to it that, in the interest of consistency, 
a particular person or organization will be put and remain in charge of a piece 
of technology the moment it is acquired from abroad. 


D. Develop joint ventures with foreign firms and wholly-owned foreign enter- 
prisest This represents an important source of funds needed for modernizing the 
national economy. Moreover, joint ventures and wholly-owned foreign enterprises 
offer the following advantages: 1. Whether such enterprises do well or not hit 
foreign businessmen directly in the pocket, so in general they have the incen- 
tive to bring in the most advanced technology to achieve higher profits. 

2. They are training grounds for a substantial number of technical and managerial 
experts well versed in modern technology and capable of running a modern industry. 
3. We can expand our exports by making use of the overseas reputation of the 
foreign businessman and his marketing network. For all these reasons, we must 
go all out to develop jvuict ventures with foreign firms and wholly-owned foreign 
enterprises. 
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Over the past few years, only a few joint ventures have been set up in the 
machine industry, including the Beijing Jeep Co, Ltd, Shanghai General Motors 
Co, Wuhan Parker Seal Material Co, Shanghai Fu Ke Si Bo Luo Meter Co and Fuzhou 
Emergy Cloth and Paper Co, and no wholly-owned foreign enterprises have yet 
appeared, mainly because of the lack of an ideal investment climate. This 
statement applies more to the nation as a whole than to the SEZ's and coastal 
cities which are more attractive to the foreign investor because of their more 
favorable conditions and more generous preferences. As tney have greater poten- 
tial for joint ventures and wholly-owned foreign enterprises, SEZ's and coastal 
cities should make these enterprises the focus of their policy of utilizing 
foreign capital and introducing foreign technology. 


E. Develop machine products for export: The export of machine tools, which 
has become one of the strategic objectives of the economic development plan of 
many a mation, is a touchstone of its level of industrial development. 


Despite the gains it has made in recent years, China's machine industry is still 
a laggard exporter, its output constituting only 10 percent of the nation's 
total exports, a proportion that not only lags behind that of most developed 
nations by a long haul, but also compares unfavorably with that of certain 
developing nations, SEZ‘s and coastal cities should serve as "windows" to 
exportation as well ag the utilization of foreign capital and the importation 
of foreign technology, 


What are the conditions for stepping up machine exports? First, a guiding 
ideology which defines the basic external orientation of the development of our 
zones and coastal cities. Whether we are building a new enterprise or intro- 
ducing foreign technology, our primary target should be the international market. 
To crack the international market, we must study it, cater to its needs and 
gradually develop a host of flagship products that are highly competitive and 
can hold their own internationally. Second, formulate a policy that encourages 
such exports. Existing policies that purportedly serve this purpose have many 
weaknesses and implementation is half-hearted. SEZ's and coastal cities should 
take the lead in changing this situation. Make sure that exporting enterprises 
actually benefit from exporting in order to fuel their enthusiasm. Third, set 
up a powerful externel trade company to act, first of all, as the export agent 
for all production enterprises in the SEZ's and coastal cities whose products 
are destined for the world market. Second, it should perform the same function 
for enterprises in the interior and make full use of the assets of the coastal 
cities in terms of accessibility and information to provide interior cities 
with international market information, news on technical trends, and other 
services. 
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PRELIMINARY ANALYSIS OF CHINA'S REVENUE IN 1984 
Beijing ZHONGGUO SHUWU [CHINA'S REVENUE] in Chinese No 3, 12 Mar 85 pp 4-5 


[Text] Under the leadership of the party and government at all levels, tax 
departments in 1984 seriously implemented the party and state's economic 
policies, actively pursued the second stage of the policy of substituting 
profits with tax, strictly enforced the tax code, vigorously promoted produc- 
tion, went all out to collect revenue and overfulfilled their various revenue 
tasks. In so doing, they have contributed significantly to the completion of 
the revenue plan of the state and done much to ensure the needed funds for key 
economic construction projects. 


Industrial and commercial taxes, which are the state's largest source of in- 
come, exceeded the target for 1984 by 12.3 percent, up 16.5 percent over 1983. 
Revenue derived from the salt tax was 18.6 percent more than the target and 
5.7 percent over that in 1983. Special cooking oil tax, construction tax, 
state-run enterprise income tax and the income of the fund for key construc- 
tion projects in energy and transportation all surpassed the targets. Revenues 
collected by tax departments in 1984 made up 97 percent or sore of the state's 
income and have become the main financial pillar of the sta’.. 


The 1984 revenue differs from revenues in previous years in the following 
ways: 


l. Industrial and commercial taxes exceeded the target by a hefty 8.3 billion 
yuan, more than 1 month ahead of time, which is unprecedented. 


2. Last year was a “resounding success” all round as every locality overful- 
filled its target. None of the nation's 29 provinces, autonomous regions and 
municipalities directly under the central government failed to overfulfill its 
target, which has rarely happened in recent years. Twenty-one regions ful- 
filled their targets over 1 month ahead of time, including Beijing, Tianjin, 
Hebei, Shanxi, Liaoning, Jilin, Shanghai, Jiangsu, Zhejiang, Anhui, Fujian, 
Jiangxi, Guangdong, Sichuan, Yunnan, Guizhou, Xizang, Shaanxi, Gansu, Cinghai 
and Xinjiang. 


3. Revenues collected by commercial and transportation service departments 
and the customs service increased substantially. Revenues handed in by com- 
mercial and transportation service departments grew 32.3 and 19.7 percent over 
1983 respectively, while revenues collected by customs on behalf of the state 
increased 1.5 times compared to 1983. 
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4. Agricultural and forestry taxes also grew fairly rapidly. Taxes from 
rural areas rose markedly, now that agricultural production has entered a new 
Stage, diversification is proceeding apace, commodity production has increased 
and the country fair trade has flourished. As of late November, tax revenues 
had increased 31.2 percent over the corresponding period in 1983. Taxes from 
the individual economy, in particular, shot up most sharply. 


These characteristics testify to the economic boom, both rural and urban, which 
has been engineered by the structural economic reforms. This positive situa- 
tion is a cause for gratification. 


After preliminary analysis, we come up with the following reasons to explain 
why 1984 was such a good year as far as tax revenues were concerned. 


1. Economic development is the basis of increasing revenues. In 1984, the 
national economy continued to grow at a relatively brisk pace. Agricultural 
and industrial production expanded across the board, circulation channels were 
further cleared, commodity exchanges reached a wider area, urban and rural 
markets prospered--all these are important reasons why we collected more reve- 
nues than planned. China's total industrial output value in 1984 surpassed 
the 1983 figure by 13.6 percent, a sharp increase over what was projected at 
the beginning of the year. Structural economic reforms have breathed life 
into enterprises, as reflected in their improved economic results. The un- 
expected increase in industrial output value alone yielded 4.8 billion yuan 

in additional taxes. Developments in commerce, transporation and services 
boosted revenues by 1.3 billion yuan. As foreign trade picked up, imports 
also increased, which translated into an additional 1.1 billion yuan in taxes 
collected by the customs. 


2. Responding to the requirements of structural economic reforms, we have 
been pushing hard for tax reform, thus giving further play to the function of 
tax revenue as an economic lever, at the same time enriching the coffers of 
the state. On the basis of the first stage of our substituting profits with 
tax policy, we launched the second stage of the reform in the fourth quarter 
of 1984, increasing the number of tax categories and adjusting tax rates. To 
make the tax system an even more effective production and distribution regu- 
lator, we have properly adjusted the tax rates for products of high accumula- 
tion, including petroleum, electric power, rolled steel, chemical industrial 
products, etc., and lowered the tax rates for products of low accumulation 
such as coal, sugar, paper, cigarettes and liquors. ‘Taxes were also levied 
on certain profitable retail outlets. The net effect is that we collected 

2 billion yuan in additional taxes. The lowering of charges for rail freight 
and the expansion of local road transportation have elso yielded more taxes. 


3. Party committees and people's governments at all levels have strengthened 
leadership over revenue collection. With the support of the party Central 
Committee and the State Council, which attach great importance to them, tax 
departments increased their staff in 1984, thereby boosting the collection 
force at the front line. To improve tax collection organizationaily, Shaanxi 
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Province and Chongging have issued circulars instructing the provincial and 
municipal tax bureaus respectively to apply four vertical management methods 
with regard to tax departments at the lower levels. Party and government 
leaders in numerous places personally take charge of revenue collection to 
stress the importance of paying taxes in accordance with the law. Their 
personal involvement has been instrumental in raising the consciousness of 
taxpaying units to pay taxes as the law requires and instilling in them the 
idea that paying taxes is an honorable obligation to the state which one must 
fulfill. More and more units now take the initiative to pay taxes at sched- 
uled intervals, with a corresponding drop in the number of units which delib- 
erately drag their feet. At the same time, tax departments at various levels 
have established or perfected all kinds of procedures to improve collection 
management, invented methods to control revenue at the source and vigorously 
gone after tax evaders. All this has been highly effective in enabling us 

to overfulfill our revenue targets. 


In the coming year, tax departments will shoulder an even more arduous burden 
in organizing revenue collection. On the basis of their experience, tax de- 
partments at all levels must review their record, identify their weaknesses, 
improve their work and conscientiously try to do a good job in revenue work 
in 1985. They must seriously enforce tax policies, make an effort to help 
enterprises increase production, upgrade management standards, tap new fiscal 
sources, strengthen collection control and send revenues to the treasury 
promptly. In addition, they must strengthen research on economic tax sources, 
analyze shifts in revenue, put forward measures for improving tax collection 
and strive to fulfill, even overfulfill, our various tax responsibilities in 
1985, making it an even better year. 
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ENTERPRISE LOANS TO GOVERNMENT OFFICES WITHDRAWN 
Beijing JINGJI CANKAO [ECONOMIC INFORMATION] in Chinese 12 Mar 85 p 1 


[Article by reporter Gao Lu [7559 7216]: "The Headquarters of the Industrial 
and Commercial Bank of China Decides To Settle Accounts and Withdraw Enter- 
prise Loans to Government Offices") 


[Text] The responsible person of the headquarters of the Industrial and 
Commercial Bank of China said that enterprise loans extended by all branches 
of the Industrial and Commercial Bank of China to government offices should 
be settled and withdrawn. This is a decision made at the first meeting of 
the branch presidents of the Industrial and Commercial Bank of China which is 
now in session in Beijing. 


The Headquarters also decided at the meeting that this year credit planning 

and management be strengthened and all branches strictly carry out credit 

plans assigned by the headquarters and exercise control quarterly. Fixed-fund 
loans should be extended in accordance with assigned plans. Efforts should be 
made to continue to implement the credit principles of "distinguishing between 
different cases and giving support according to merits" and "placing orders 
according to sales" and actively supporting the development of energy resources, 
communications and other industries in great demand. It is necessary to help 
enterprises readjust the production lineup of consumer goods and to substan- 
tially increase the production of readily marketable commodities. It is nec- 
essary to help enterprises import new technology, adopt new techniques, improve 
product quality and increase the design and variety of products. Efforts 
should be made to support enterprises in developing new products and increasing 
their ability to compete and earn foreign exchange. No loans will be given to 
those enterprises which indiscriminately import assembly lines, produce and 
purchase low-quality, high-priced and unmarketable commodities, and fail to 
turn deficits into profits over a long period of time. 


The responsible person of the headquarters emphasized the need to strengthen 

the management of circulating funds. He said that measures should be adopted 

to reduce misused funds within a given period of time. Strict precautions 
should be taken against enterprises using different methods to divert bank loans 
for activities which produce false profits and real deficits. Efforts should be 
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made to strengthen the management of the special funds of enterprises and 
supervise enterprises in withdrawing and retaining various special funds 
according to state stipulations. Consumer funds must be deposited before 

they can be used. Their withdrawal should be supervised according to stipula- 


tions. Strict precautions should be taken to prevent changing produetion funds 
into consumer funds. 
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CHINA'S BANKING SYSTEM DESCRIBED 
Wuhan HUBEI RIBAO in Chinese 12 Apr 85 p 3 
[Article: "China's Banking System"] 


[Text] China's socialist banking system consists of the People's Bank of 
China, the Industrial and Commercial Bank of China, the Agricultural Bank of 
China, the Bank of China, the People's Construction Bank of China, the People's 
Insurance Co of China, and other financial agencies. 


The People's Bank of China, a state agency under the guidance of the State 
Council, administers all the financial affairs of che country and functions 

as a central bank. Its primary duties are: to study, formulate and organize 
the direction, policy and laws regarding financial work; to unify control in 
the issuance of currency; to unify control of the rate of interest on RMB de- 
posits and loans and the rate of exchange; to formulate state credit plans; 

to control state foreign exchange and gold reserves; to represent the national 
fiscal treasury; to examine and approve the establishment, removal and consol- 
idation of financial agencies; to coordinate and examine the operations of all 
financial agencies; and to represent the Chinese Government in international 
financial activities. 


The Industrial and Commercial Bank of China is a specialized bank responsible 
for financial matters in industry and commerce. Its primary tasks are: to 
manage urban savings and absorb deposits from industrial and commercial enter- 
prises and units; to unify control of circulating capital in state-run indus- 
trial and commercial enterprises as authorized by the People's Bank of China; 
to manage circulating capital loans to urban collective industrial and com- 
mercial enterprises and individual industrial and commercial businesses; to 
control technological transformation funds in industrial and commercial enter- 
prises and manage technological transformation loans; to develop various kinds 
of trusts; and to manage the transfer of accounts and a cash balance. 





The Agricultural Bank of China is a specialized bank responsible for work in 
rural financial affairs. Its primary tasks are: to unify control of capital 
funds for agricultural aid; to centralize and manage rural deposit and loan 
operations; and to guide rural credit cooperatives. 
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The Bank of China is a specialized bank for managing foreign exchange opera- 
tions. Its chief tasks are: to be responsible for absorbing and managing 
foreign capital; to manage the international balance of accounts and currency 
receipts and payments; to issue foreign exchange credit; and to organize and 
participate in international bank loans and develop other foreign financial 
activities. 


The People's Construction Bank of China is a specialized bank that manages 
basic construction appropriations and loans. It manages accounts for con- 
struction units, geological prospecting units, and construction and installa- 
tion enterprises. It provides short-term loans to construction enterprises. 


The People's Insurance Co of China is an agency that manages insurance opera- 
tions. Its chief duties are: to manage domestic and international insurance 
and reinsurance. In addition to organizing compensation, it also works with 
concerned departments to take preventive measures against all sorts of dis- 
asters and accidents. 


According to the resolution of the State Council, the Industrial and Commercial 
Bank of China, the Agricultural Bank of China, the Bank of China, the People's 
Construction Bank of China, and the People's Insurance Co of China are eco- 
nomic entities directly under the State Council. They may independently exer- 
cise their official powers in keeping with national laws, decrees, policies 

and plans. Branch offices of specialized banks and insurance companies are 
under the vertical leadership of the main offices. However, they must cooper- 
ate with the branches and subbranches of the People's Bank of China in all 
business affairs and accept their guidance, supervision and agree to undergo 
inspections. 
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END OF PRICES BASED ON PERSON'S POSITION URGED 


Nanjing XINHAU RIBAO in Chinese 2 Apr 85 p 4 


[Article by Li Chuntao []621 4783 3447] and Pei Yiyuan [5952 5669 0337]: “Prices 
Should Not Be Based on a Person's Position"] 


{Text] All commodities have their prices. The same types of commodities of 
different qualities should be priced according to their qualities. In order to 
meet market conditions, it is true that the prices of certain commodities should 
be allowed to go up or down instead of being standardized for all customers. 
However, the prices of some commodities are raised or lowered by certain units 
not according to their qualities or to conform with market conditions but ac- 
cording to the connections or the positions of the customers. This practice 
has been condemned by the fairminded as "fixing prices according to a person's 
position." Lists are given below of the different prices charged by a lumber 
factory and a brick factory in a certain town: 


Price List of a Brick Factory in a Certain Town for Class-A Red Bricks 


Position Secretary Deputy secre- Deputy Member. \Pereone Masses 
of party tary mayor of party holding 
commi t tee Town mayor committee responsible 
positions in 
enterprises 
Price per 18 20 28 30 32-38 43 
1,000 
pieces (yuan) 


Price List of Wooden Products Factory in a Certain Town for Jiangsu-style Beds 


Position Secretary Deputy secre- Deputy Member Persons Masses 
of party tary mayor of party holding 
commi ttee Town mayor committee responsible 
positions in 
enterprises 
Price per 50 60 70 80 90-120 160 
bed (yuan) 
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It goes without saying that prices charged by an enterprise for its commodities 
should not be calibrated according to a person's position. Why, then, should 
such enterprises set prices according to a person's position against all reason? 
According to the writers' understanding, those in leadership positions in such 
enterprises also have problems they are not at liberty to reveal. 


1. They have no assurance that they will continue to be employed. Since the 
reform of the economic system, some contractors in certain enterprises 

have entertained the mistaken notion that "since they have been 

put in their positions by those in higher positions, the least they can do is 

to reciprocate the favor." What can they do to reciprocate the favor? By 
paying out of their own pockets? That would represent a personal loss. By ex- 
pressing their gratitude? That is just empty talk. By didicating themselves 

to their work? No material benefit goes to those in leadership positions. 

Thus, they have no alternative but to use their authority to do "favors" for 
their superiors according to their positions at the collective expense of the 
masses. By doing favors to persons according to their positions, they cannot 
only keep the secret under cover but also the factory staff workers in the 

dark. Thus, commodities are routinely listed in the account books as “defective 
goods," “substandard goods," "goods sold at reduced prices" and "trial products" 
as a ploy to hide the facts from the public. 


2. They are afraid of "antagonizing the boss." Although the enterprises in 
many areas are supposed to have autonomous powers in theory, real power is in 
the hands of “the boss." Taking the two factories in a certain town mentioned 
above as an example, matters concerning the extension of loans, the retention 
of profits, the supply of wood and coal, the employment and evaluation of em- 
ployees, the employment of cadres, the apportionment of benefits and the as- 
signment of duties are all determined by "the boss." Thus, they feel that if 
the field they plow should be taken away as a result of their failure to render 
“adequate service" to "the boss," the least they can do is to rake in the pro- 
fits while they may. By the time their sore thumb is in the grip of “the boss," 
it would be too late to ask for mercy. It is, therefore, only by doing "the 
boss" favors that they can "achieve large gains by suffering small losses." 
Even if “large gains" should elude their grasp, they can at least be left in 
peace with their jobs secure. 


3. In view of the number of barriers and barricades in their path, they are 
afraid of offending some demigod by failing to pay proper tribute. Thus, the 
responsible persons in such enterprises make it a practice to set prices ac- 
cording to a person's position as a reciprocal means to gain the favor of those 
in similar positions in other units with the understanding that they are to 
feign glaucoma or night blindness for their common benefit. Otherwise, they 
would have to face the dire consequence of having their supply of water and 
electricity and motor and shipping transportation cut off. By that time, they 
would be compelled to suffer in silence and unable to redress the situation. 
Thus, it is far better to "swallow the bitter medicine and utter a sigh of 
relief." 


There are other reasons too ingenious to enumerate. Suffice it to say that the 
unhealthy practice of "setting prices according to a person's position" is the 
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outcome of the desire by those who seek to take advantage of the new circum- 
stances to profit themselves. At a time when the CPC Central Committee has 
repeatedly stressed the need to check unhealthy tendencies, a stop should be 

put to the corrupt practice of “setting prices according to a person's position." 
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NECESSITY OF VENTURE INVESTMENT DISCUSSED 
Beijing JINGJI RIBAO in Chinese 18 Mar 85 p 3 


[Article by Zhang Xiaobin [1728 2556 1755] and Lao Yuanui [0525 0337 0001]: 
"Venture and Pioneer Investment Is Inevitable--A New Way To Quicken the 
Transfer of Technological Results to Commodities") 


[Text] There is no greater defect in China's existing scientific and techno- 
logical management system than that of failing to effectively transfer the re- 
sults of scientific and technological research to the economic results of 
commodities. This situation is especially prominent in the departments of 
fledgeling industries based on high technology. If we fail to readjust this 
situation to adapt to the need, we are bound to seriously hamper the strategic 
arrangement of using new technology to transfer China's traditional industries 
and prevent China from making great strides under the situations that interna- 
tional science and technology are developing by leaps and bounds. Confronting 
this pressing issue, we believe that we need to explore and boldly experiment 
with new tactics and means for accelerating the development of China's high 
technology industries end strengthening the process of transferring techno- 
logical results to commodities. 


Venture and pioneer investment has been generally recognized as an interna- 
tionally successful experinece in solving the above problem. In the past 
decade, developed and some developing countires formulated policies one after 
another to encourage venture and pioneer investment. Is this experience use- 
ful in China? 


First of all, we believe that venture and pioneer investment is inevitable in 
China. According to a recent survey on the development of over 10,000 new 
products, more than 7,000 projects or 73 percent scored technological achieve- 
ments; some 6,000 projects or 60 percent passed intermediate testing and were 
put into production; and only 1,100 projects or 11 percent yielded economic re- 
sults for enterprises. These figures indicate that our technological develop- 
ment work places too much emphasis on the number of achievements and neglects 
the size of economic results. As a result, large amounts of technological 
development investment fail to yield expected economic results. This is a 
fatal weakness that impedes the high-speed development of China's economy. 
There are two major causes of this extremely weak link: One is an important 
internal cause which we have not been fully aware of for a long period of 
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time--namely, a lack of enthusiasm for taking higher risk in technology by 
units undertaking the projects which then unavoidavly fall into the conven- 
tional pattern of “repeating at the low level" which is nothing new to us; 

the other is China's existing scientific and technological management system 
and the not-so-rational division of labor which makes it difficult for many 
civilian technological products (of large enterprises, scientific research 
units, institutions of higher education, personal discovery and foreign import) 
which have little to do with the small-scale economy to find suitable depart- 
ments to invest in the intermediate testing of industrialization, which is de- 
Signed for economic mass production, and in the establishment of certain small- 
scale production entities specializing in the business of high-technology prod- 
ucts. At present, the investment of some government organs involves not only 
a large amount of money and a long construction period but also too many man- 
agement levels; therefore, it is not available for the pioneer projects of 
small enterprises. Based on principles of guarantee, banks genccally do not 
extend loans for pioneer projects which only have the product technology but 
still have not begun production. In this case, the irvestment principle of 
“high risks, great profits" does not conform to tie standards of common bank 
practice. Scientific and technological management departments are willing but 
unable to help transfer thousands upon thousands of technological results to 
commodities as soon as possible through the establishment of enterprises, 
thereby forming a no-men's-land in investment where “none of the three is in 
charge." Consequently, many technicians’ valuable ideas and highly promising 
technol!cgical results are wasted because they cannot play their proper role in 
the economy. 


Second, since the late 1950's and the early 1960's, the marginal scale of the 
industrialization of considerable numbers of high technology products in many 
fields of new technology, such as microelectronics, microbiology and new mate- 
rials, has been reduced, making it easier for such products to become commodities. 
Judged from the viewpoint of economies of scale, the development and production 
of high technology has long surpassed its development pattern in the past; 
namely, high technology is no longer a monopoly of those large enterprises or 
government organs especially military units) which have abundant funds and other 
resources. On the contrary, numerous small enterprises whose mission is to 
specialize in the business of high-technology products have emerged as the times 
have required in industrially developed countries and become the most important, 
active and effective force in the above-mentioned fields of technology. The 
wave of this change has already begun to reach China. For instance, last year 
in a certain coastal province, the average investment of single-item high tech- 
nology development projects with guaranteed sources of financing was only 
100,000 yuan; the average investment of single-item high technology product 
development and preliminary production projects without guaranteed sources of 
financing was estimated at 100,000 to 200,000 yuan. Only very few projects 
require an investment over 1 million yuan. It is, therefore, clear what an 
important role venture and pioneer investment will play in supporting the 
establishment and development of small enterprises based on high technology. 
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Third, because using new high technology to transform traditional industries 

is an important strategy for China's industrial development, without large 
numbers of medium-sized and small enterprises producing high-technology prod- 
ucts, the technological transformation of China's industry will lose an impor- 
tant support and fail to achieve the desired :esults. However, it is impossible 
for both state financial approriations and general bank loans to achieve quick 
results in establishing the industrial community of high technology. Because 
the part of funds China now uses for technological investment in fact still 

have many prominent properties of commodities, they are conditioned by the law 
of value. Therefore, we may design a new type of investment mechanism accord- 
ing to the “price of capital.” On the one hand, we can use little investmen’ 

to help establish small high-technology enterprises and achieve economic re- 
sults as soon as possible and then use the returns on the funds of these : 
enterprises to expand such investment. On the other hand, we can use the fund- 
raising method to absorb various floating capital in society, especially large 
amounts of extra-budgetary funds of social organizations, and use them to de- 
velop and establish small high-technology enterprises. These functions of de- 
velopment can all be achieved by technology venture and pioneer investment 
which, as an effective supplement to the investment of China's technological 
transformation, will raise the technological transformation of China's industry 
to a more advanced and economic level. At the same time, it will also alleviate 
for the state the serious contradiction caused by the shorage of funds for tech- 
nological transformation. 


In conclusion, we believe that only by exercising the economic management of 
investment through the genuine separation of government functions from enter- 
prise responsibilities and only by giving essential support to pioneer-type 

and manager-type technicians through the combination of funds and intelligence, 
can we effectively eliminate defects and develop advantages. The venture and 
pioneer investment we expect is a kind of commercial investment for technologi- 
cal dvelopment which uses the regulatory mechanism of the market as a major 
yardstick for economic results under the guidance of state plans. But, it is 
not the same as ordinary commercial investment, because its main purpose is 

not simple recovery. Its main purpose is to work with the fund-receiving units 
to exercise control over the development orientation, production scale and ad- 
ministration and management of established enterprises and share with them the 
risks arising in the course of development. Therefcre, it is a venturous and 
pioneer investment aimed at participating in the control of investment targets 
and supporting the enterprisers of technology under the precondition of explor- 
ing the unknown in an effort to facilitate the transfer of more technological 
results to the final products of commercial prospects. 


Due to the uniqueness of the content of this investment mecahnism, the com- 
plexity of the procedures for investment control, the technicality of the tech- 
nology of investment objects and the importance of using new high technolocy 

to transform traditional industries (namely, accepting the challenge of the 
world's new technological revolution), we urge relevant state departments, 
especially scientific research management departments, to formulate policies 

to encourage the establishment of venture and pioneer investment organs for 
high-technology development and formulate appropriate policies to facilitate 
their development so as to enable this investment mechanism to play a proper 
role in China's modernization. 
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FINANCE AND BANKING 


STRICT CONTROL ON GROUP PURCHASING POWER IMPOSED IN GUANGDONG 
Guangzhou NANFANG RIBAO in Chinese 23 Mar 85 p 1 


[Text] The provincial people's government has recently issued a circular out- 
lining strict regulations to control the purchasing power of social groups. 


Circular 


To reduce the amount of currency in circulation and stabilize market commodity 
prices, the “Circular” stipulates that groups and institutions, in principle, 
will be barred this year from purchasing 17 commodities controlled by the 

State Council. (They are compact cars, station wagons, motorcycles, color TV 
sets, refrigerators, washing machines, sofas, rugs, sofa beds, air conditioners, 
recorders, videocassette recorders, cameras, large and high-grade musical in- 
struments furniture, wool fabrics and wooleu products, and pure wool blankets. ) 
Where foreign nationals are concerned, or where a particular controlled com- 
modity is really needed for scientific research purposes or by a newly formed 
group, the application must be carefully scrutinized before approval is granted. 
People's governments at all levels must instruct financial, commercial, banking, 
and goods and materials departments to join forces with the Group Purchasing 
Power Control Office to ensure that the circular is complied with and that 
applications are carefully considered. 


According to the "Circular," units which have placed orders with garment fac- 
tories or stores either to process or to make woolen garments must stop such 
practices immediately. All woolen fabrics and other accessory materials al- 
ready purchased and garments already made must be handed over by the factories 
to the commercial agency for its purchase, with no exception. Semi-finished 
products are to be made into garments by the factories which will then also 
turn them over to the commercial agency. Garments kept in stock by units for 
distribution to their workers must also be sold to the commercial agency. Any 
losses incurred in the above transactions due to price differences are the 
responsibility of units which had the garments made in the first place. Hence- 
forth, the leaders of a unit which purc woolen fabrics without authoriza- 
tion or which has garments made and dis ed wilfully will be held account- 
able, and the materials and garments invoived will be confiscated. 
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MAIN TASKS FOR GUANGDONG'S FINANCE AND TRADE IN 1985 
Guangzhou NANFANG RIBAO in Chinese 28 Mar 85 p 2 


[Text] Speaking at a seminar on municipal and local finance and trade, which 
closed on 25 March, Vice Governor Yang Deyuan [2799 1795 0337] pointed out that 
the main tasks in finance and trade this year are to wage a relentless war 
against the new unhealthy tendencies, promote greater prosperity in rural and 
urban markets, reduce the amount of currency in circulation, stabilize com- 
modity prices and ensure a smooth passage for reforn. 


Yang Deyuan asked finance and trade agencies across the province to launch a 
relentless struggle against the new unhealthy tendencies. He said, "The fi- 
nance and trade system involves many integrated agencies which exercise macro- 
economic controls. They must set their own house in order before correcting 
other units. Their priority is to take a lead in checking the tendency towards 
random price increases. If a commodity has a price set by the state, that 
price must be adhered to. There can be no fooling around with such a price. 
The price of a planned commodity cannot be raised too high. As for a com- 
modity price which can fluctuate within a certain range, it must stay within 
the range. Planned commodities should not be a lucrative business: their 
gross profit margins should be very small. In case a price increase is bla- 
tantly unreasonable or even outrageous, the government must intervene with 
administrative or economic means--by confiscating any illegal earnings, im- 
posing fines, ordering a suspension and rectification and revoking the busi- 
ness license of a repeat offender. At the same time, we should praise those 
units and individuals which have done a fine job in implementing the pricing 


policy. 


Yang Deyuan said, “The market and commodity prices are interrelated. It is 

not enough for the trade and finance agencies to keep an eye on prices alone; 
even more important, they must consider the market their responsibility. It 
is their job to make rural and urban markets more lively, strengthen macro- 

economic controls, achieve a balanced growth all round and go all out to re- 
duce the amount of money in circulation." Yang Deyuan demanded that finance 
and trade agencies fulfill the following responsibilities well. First, com- 
merce agencies must heighten their sense of responsibility towards the market 
and take an active part in market regulation and hold down commodity prices. 

Second, they should actively support agencies in charge of the light textile 
industry to produce in greater quantity goods in demand in the market. Make 


« 
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sure there is close coordination between industry and commerce. Keep people 
informed of market developments so that they will turn out a steady stream of 
goods of every description to invigorate the market. Third, planned commodi- 
ties must be allocated and transferred as planned. Production agencies must 
fulfill their allocation and transfer targets. Fourth, strengthen foreign 
procurement in order to put more and better goods in the market. 
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GUANGDONG TO TOUGHEN PRICE CONTROLS 
Guangzhou NANFANG RIBAO in Chinese 28 Mar 85 p 2 


[Text] The provincial government issued a circular on 21 March demanding that 
every locality seriously implement the "Circular on Strengthening Price Control, 
Supervision and Inspection" and the "Circular on the Strict Prohibition of Re- 
Selling for a Profit," both put out by the State Council. In its circular, the 
provincial government also outlines eight regulations formulated with local con- 
ditions in mind" 


1. Key price reform measures and price adjustments affecting essential con- 
modities must comply with the plans of the State Council and the provincial 
government. All localities, agencies and industrial and commercial enter- 
prises must not overstep their power and make decisions on their own. 


2. No agency or unit is to change on its own the state-fixed prices of the 
means of production, means of livelihood or noncommodities. State-mandated 
pcice increases and fluctuations affecting these items must be strictly 
carried out. Planned commodities must not be resold at inflated prices in 
one guise or another. Substituting quality products with inferior ones, 
shortchanging a buyer, adulterating, concocting various fancy names, imposing 
charges indiscriminately--all these practices must be strictly prohibited. 
Retail stores must clearly state the price of every commodity they sell and 
the charge for every service they offer. 


3. Non-price control agencies have no power either to set prices or review 
and approve the prices of state-controlled commodities. Whatever prices they 
set on their own are not valid. When a price control agency fails in its 
responsibility of setting and adjusting commodity prices or fixing fee stan- 
dards, which may have a significant impact on price stability, the price con- 
trol agency at the next higher level is authorized to inform and correct it. 
Where enterprises and institutions have been delegated the power to fix prices 
and set fees, price control agencies retain the right to supervise and inter- 
vene in their price-fixing activities. 


4. There is a strict prohibition on the reselling for profits of items ap- 
proved for import and export, merchandise bills of lading, and certificates 
for supply plan merchandise. It is illegal to resell for profiteering purposes 
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commodities in short supply, such as chemical fertilizers, petroleum, auto- 
mobiles, steel products, cement, timber, color TV sets, motorcycles, refrig- 
erators and chemical fibers. Any violation will be severely dealt with. 


5. As main conduits for the circulation of goods, state-run enterprises, 
supply and marketing cooperatives and goods and materials agencies must ac- 
tively regulate the market, strike a balance between supply and demand and 
hold down market prices. The wholesale of important means of production and 
other durable consumer goods in short supply must be limited to the above 
institutions and to enterprises which produce the commodity in question. No 
other unit or individual is allowed to deal in then. 


6. The provincial people's government has authorized price control agencies 
at all levels to supervise and control fees. All fees charged by industrial 
agencies and collected by their affiliated units must be reviewed and reau- 
thorized by the end of June and reported to the appropriate price control 
agency for the record. Fees other than those thus approved and reported are 
illegal charges and must be investigated. 


7. Unwarranted price and fee increases in one guise or another are violations 
of the law and must be dealt with seriously and the offenders punished. Be- 
sides the confiscation of illegal earnings, fines will be imposed and economic 
punishments meted out to the leading perpetrators of the crime. In serious 
cases, disciplinary measures may be taken against the offenders. Where crim- 
inal law has been breached, criminal penalties will be imposed. 


8. People's governments and industrial agencies at all levels must strengthen 
price control agencies and revive those which have been abolished. Price in- 
spection posts at all levels must fulfill their duties and functions by in- 
vestigating cases involving the violation of price control policies. Their 
work should be supported by leaders at all levels. To police the market and 
prices properly requires close coordination among agencies in price control, 
commercial and industrial management, taxation, banking and auditing. The 
Consumers Commission and price mass inspection group must be allowed to play 

a full part and the masses mobilized to be a watchdog on prices. 
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REFORM OF LOW-RENT SYSTEM URGED 
Beijing JIANZHU [BUILDING CONSTRUCTION] in Chinese No 4, 7 Apr 85 p 24 
[Article by Gu Yunchang [7357 0061 2490]" "On Residential Rent Reform" ] 


[Text] The residential econumic system currently in effect in China is one in 
which housing is arranged by the state. With the implementation of the low- 
rent system, workers’ rent expenditures generally only constitute 1 to 3 per- 
cent of family income. Those that have already rented public housing do not 
need to invest in purchasing a residence. Those that do not live in public 
housing must await allocation. Every year the state sets aside 17 to 18 bil- 
lion yuan to construct new residences. Several tens of billions of yuan are 
still needed to supplement housing maintenance costs. Although so much money 
has been spent, the housing shortage in urban areas is still quite serious. 
The past few years we have tried subsidized selling of public housing, however, 
with lowered rent, even if the state or enterprises subsidize two-thirds of 
the selling price, many limitations are placed on individuals wishing to buy 
housing. Consumers would rather spend their money on electrical appliances 
for the home and other high-quality consumer items or hold onto their money 
for later purchases. They are not willing to invest in housing construction 
or housing purchases. Consequently, in order to solve the housing problem, 

it is necessary to focus on the key issue of reforming the low-rent system. 


Rent is one form of residential value. The current low-rent system is, in 
fact, supported by housing price subsidies. Even thoush most of the value 
equivalent to rent was not put into wages to be distributed to workers, the 
State and enterprises must take a sizable amount of housing construction funds 
and residential maintenance and management fees for subsidies. Since this kind 
of subsidy never passes through the workers’ hands, the people, for the most 
part, are unaware of it. It is often not directly or fully reflected in 
finances. Consequently, it is a kind of “hidden subsidy." On the surface 

it appears to be fair but in reality it is very unfair. Those that occupy 

the more space receive a larger subsidy. Those that occupy less space receive 
a smaller subsidy. Those that cannot afford a place or live in private resi- 
dences receive no subsidies. This “hidden subsidy” is not apportioned accord- 
ing to need nor does it conform to the principle of distribution according to 
labor. Residential expenditures, labor contribution and ability to pay are 
all disregarded. Frequently, housing is not obtained through one's own labor 
efforts. This is detrimental to motivating positive attitudes toward labor 
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and stimulating the pioneering spirit of the younger generation. On the con- 
trary, it will result in certain people having the power and connections to 
engage in evil practices. Therefore, “low rent, high hidden subsidies" is a 
rigid housing price system that is in urgent need of reform. 


After much uncertainty concerning the theoretical and practical aspects of 

the housing problem, many theoretical and practical workers favored changing 
the "hidden subsidies" of residential rent to “open subsidies." This pri- 
marily involves: calculating residential rent according to the cost of the 

area utilized, setting a price according to worth, and having workers make pay- 
ments. After housing rent is increased, the state and enterprises will clearly 
and openly give workers a fixed, standard rent subsidy which is called "cost 
calculated rent, fixed subsidy" for short. Although "hidden subsidies" and 
“open subsidies" are both subsidies, actually, the differences are great. This 
is a major reform. 


1. Once there are "open subsidies" and rent is calculated according to rental 
cost, rental income will be higher than when there were "hidden subsidies." 
Besides meeting housing maintenance and management costs, it will also be 
possible to recover a portion of construction capital every year. We may re- 
verse the passive situation during the time of "hidden subsidies" when it was 
impossible to maintain residences using rent and residences fell into disre- 
pair. We can now encourage the fine cycle of residential construction capital 
and the realization of residential commercialization. 


2. To a certain extent, “open subsidies" embody the principle of distribution 
according to labor. It changes the irrational phenomena of greater subsidies 
to those who occupy more space, smaller subsidies to those who occupy less 
space, and no subsidies to those who do not live in public housing. 


3. “Open subsidies" directly link the workers’ ability to pay with residential 
expenditures. Those who occupy more residential area or who live in better 
housing pay higher rent while those who occupy less space or live in inferior 
housing pay lower rent. It is possible to limit the blind and excessively 

high demand for housing and overcome evil trends. It is also beneficial to 
motivating the people's positive attitude toward purchasing and constructing 
housing, which will accelerate the improvement of living conditions. 


4. It is of benefit to enterprises involved in residential production, main- 
tenance and management according to the law of value. It can really become 

an economic system that has the ability to transform itself and develop. Pro- 
duction, the level of management, and economic results will continue to improve. 


Reforming low rent is a major part of price reform. It fully conforms to the 
Spirit of the "Resolution" of the 3d Plenum of the llth CPC Central Committee. 
However, the scope of the reform is broad; it affects the vital interests of 

urban residents. It also has a large influence on the national economy, par- 
ticularly state finances and commodity prices. Consequently, reform measures 
should be positive and reliable. It is necessary to select and experiment on 


52 








different types of cities. Once we have gained some experience, we can pro- 
mote these measures periodically throughout the country. When formulating a 
reform proposs’, it is necessary to earnestly do good work in making calcula- 
tions, i.e., What level are rental costs to be set at? What criteria are to 
be used to establish fixed subsidies so that they embody the principle of dis- 
tribution accordingto labor? During reform how can we avoid excessive in- 
creases in the state financial burden and increases in expenditures for most 
workers? All this can be determined by comparing various proposals and look- 
ing at the actual results of experiments. 


It must be stressed that only by reforming the low-rent system and public 
housing, including integrating work in selling old and new residences to 
residents, will it be possible to accelerate the pace of residential commer- 
Cialization and hasten the resolution of the housing problem. This will then 
promote the development of business involving building materials, construction, 
real estate as well as the national economy. 
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NEW 1985 GOLD COINS ISSUED--Beijing, May 19 (XINHUA)--The People's Bank of 
China will issue the 1985 gold giant panda coins in five types for Chinese and 
foreign collectors tomorrow. The coin bears a design of the Qinian Hall of 
the Temple of Heaven on the obverse and a giant panda playing with bamboo on 
the reverse. The five types of coins are 32, 27, 22, 18 and 14 mm in diameter 
respectively. The coins, all 99.9 pure, weigh ome ounce, half an ounce, a 
quarter ounce, one-seventh of an ounce and one-20th of an ounce. [Text] 
[Beijing XINHUA in English 0200 GMT 19 May 85 OW] 
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SEARCH FOR SEPIOLITE REPORTED 
Beijing LIAOWANG [OUTLOOK WEEKLY] in Chinese No 9, 4 Mar 85 p 31 


(Article by Liu Renyuan [0491 0117 6678) and Yi Kailin [2496 0418 2651]: "In A 
Field Without Limits--On The People Who Are Seeking Sepiolite Mines") 


{Text ] To those geological workers who vow to seek treasures, the wide and 
rich land is a field without limits. The creative labor of these workers is 
also without limits. The effort of the No. 402 team of the Hunan Provincial 
Geological Bureau in seeking sepiolite mines best exemplifies the above two 
statements. 


Sepiolite is an important new industrial raw material. Without sepiolite as a 
raw material for protecting the wells in petroleum prospecting, we will be far 
from dreaming about the petroleum treasures which are buried more than 5,000 
meters below. Sepiolite is also necessary for other undertakings such as the 
atomic industry, the missile and national defense industry as well as the 
textile, chemical industrial, construction, farm chemicals, food, medicine, 
coal, metallurgical and geological undertakings. 


Sepiolite is a fibrous clay mineral, which was first discovered by mankind in 
1802. At that time, people did not know what this discovery would signify, 
and did not know what to call the mineral. A German scholar called it "foam 
from the sea." Only until 1947 was it named "sepiolite." Our country has 
never found sepiolite mines which were worth excavating. Everything about it 
was a mystery to our geological team members. 


Revelation From The "Indications" 


Nevertheless, with the progress of the four modernizations, it has become 
extremely necessary that we find sepiolite on our own land! In July 1981, the 
Ministry of Geology held a conference in the Ningde Prefecture in Fujian 
Province on searching for clay minerals, and put forth the above demand for 
the broad masses of geological workers. This caught the attention of Chen 
Minsu [7115 3046 5685] and Zhou Meilun [0719 5019 0243], geological engineers 
from Hunan Province who attended the conference at that time. 


One evening, while glancing through a pile of geological materials and theses, 
they unexpectedly discovered the draft of a thesis entitled: "A Study of the 
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Indications of Sepioiite in Several Piaces in Liling in Hunan," written in 
1980 by Zhang Renjun [4545 0086 0193], a veteran geologist. Although the 
article did not give a complete description of the geological characteristics 
of the sepiolite mines, an important revelation was derived: Sepiolite is a 
fibrous clay mineral with a high content of magnesium. Chen Minsu and Zhou 
Meilun were extremely happy. Braving the sweltering heat and the alternating 
"attacks" by the mosquitoes and flies, they copied down this draft separately. 


After returning to the team office, Zhou Meilun reported to assistant chief 
engineer Shen Ruijin [3088 3843 6930] on the spirit of the conference and his 
own ideas. At this point, Shen Ruijin also recalled the results of the 
analysis of the indications of sepiolite in the samples which he had collected 
during a general survey of Yuping Shan in Liling County in 1962. Immediately, 
they dispatched a general survey team to Yuping Shan in Liling to collect over 
70 additional samples. However, the analysis and appraisal showed that the 
samples did not contain any sepiolite. In accordance with the principle that 
the higher the oxidation of magnesium, the greater the possibility of the 
formation of sepiolite, they went to Dayao Ao in Liuyang County where there 
was a high content of magnesium oxide to collect over 100 samples. Then, they 
separately conducted differential heat, chemical and diffraction testing. As 
a result, they still did not discover any sepiolite. 


Only 1 Percent Hope.... 


In spite of that, they were not disappointed. The scene of how our country 
spent a large amount of foreign exchange to import sepiolite and suffered the 
control of the capitalist monopolist cliques remained fresh in their memory. 
This was an invisible motive force. As long as there was 1! percent hope, they 
would wage 100 percent effort.... 


They consulted and studied foreign materials on sepiolite mines. In the 
United States, the sepiolite mines were mostly found in the strata of the (qi 
xia) formation which were deposited 300 million years ago. The area around 
Liuyang and Liling had similar geological factors. Thus, if they could find 
the strata of the (qi xia) formation, they might be able to find the sepiolite 
mineral bed. They spent so much time on these materials, time which they 
could have spent with their families. 


After sufficient analysis and study of the materials, they decided to focus 
their search for the mineral ore on the search for the strata of the (qi xia) 
formation. The following day, they dispatched two general survey teams to go 
separately to Yonghe in Liuyang and Yuping Shan in Liling to collect 29 
samples from the (qi xia) formation of the lower series of the Permian systen. 
Then, they sent the samples for testing at the laboratory of the Zhejiang 
Provincial Geological and Mineral Products Bureau. 


Waiting caused anxiety. The members of the general survey team lost their 
appetite and slept poorly. Time passed by. When spring returned to the vast 
land, the results of the testing also arrived with the spring breeze. Of the 
29 samples, 16 contained elements of sepiolite. Of the samples, 5 came from 
the Yonghe Mining Zone in Liuyang, 4 of which contained sepiolite! The entire 
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general survey team went into an uproar. This was the highest reward for two 
full years of hard work! 


Let Data Govern The Geological Structure 


The members of the general survey team profoundly realized that the dictionary 
of geological work did not permit such concepts or phrases like "perhaps" and 
"roughly speaking." "An error the breadth of a single hair can lead you a 
thousand li astray." Only accurate data can objectively govern the geological 
Structure. Immediately, they dispatched a general survey team to carry out 
geological survey and surface exposure at the Yonghe Mining Zone in Liuyang, 
and compiled a design from the general survey accordingly. In 1982, they 
completed 700 meters of drilling footage and obtained 108 samples. In 1983, 
they completed 2,596 meters of drilling footage and obtained 1,066 samples. 
They preliminarily verified an extension of some 3,000 meters of ore- 
containing strata, the presence of two to four ore-containing strata and the 
thickness of the ore strata to be roughly between 2 to 7 meters, with the 
greatest thickest being 16.345 meters. This was of a relatively large scale. 
Finally, they had a firm grip on the whole ore structure. 


In order to accelerate their speed, they carried out a productive detail 
experiment ahead of schedule. Through determination, the average conversion 
rate of every ton of sepiolite into slush in saturated and over-saturated salt 
water was as high as 16.1 cubic meters, which was higher than the 
international standard. 


In the process of prospecting and engineering, they constantly improved every 
one of their data. In one instance, the extraction rate of an ore sample from 
a drill hole failed to reach the requirement of the design. With a low 
criterion, it appeared that this rate could still be justified. But they were 
conscientious and geticulous. They insisted on overthrowing the data and 
beginning all over again. They carried out supplemental extraction for 3 
days, and strove to make their engineering quality conform to criterion. They 
said: "Fulfilling one's task is only the minimal demand. There is, however, 
no limit as to how one can fulfill in an outstanding manner the task entrusted 
by the party and state." 
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LARGE WOLLASTONITE DEPOSITS REPORTED--According to the Provincial Bureau of 
Geology and Minerals, it has recently been verfied that wollastonite is 
dispersed throughout Jilin. The wollastonite deposits are concentrated, of 
high grade, and large. Not only are the deposits the largest in the 
nation, they are also among the largest in the world. Wollastonite ie 
primarily used in manufacturing ceramic tiles and in protective coatings 
for continuous casting, in paint for electrical welding, and a varnish 
additive. It plays an important role in industrial production. Just one 
ore field in the newly discovered wollastonite reserves in Lishu County, 
Jilin, contains 10 million tons of reserves. At present, large high-grade 
deposits of wollastonite have been discovered in Yanbian, Siping, Jiutai, 
and Panshi. According to relevant materials and records, last year the 
world output of wollastonite reached 150,000 tons, 20,000 of which were 
synthesized. Due to the large demand, it has a ready market. Jilin's 
wollastonite deposits are large and they are high grade. They have 
attracted numerous orders from foreign businesses and are currently being 
sold to Japan and Holland. [Text] [Changchun JILIN RIBAO in Chinese 16 
Mar 85 p 1] 9864 


BRUCITE DISCOVERY--The Fourth Geological Survey Department of the Geological 
and Mining Bureau of the province has discovered brucite in a borax mine in 
Ji‘an County. A high-grade fire-resistant mineral, brucite is also a major 
material from which magnesium, which is in high demand in the world market, is 
extracted. The brucite vein discovered in the borax mine in Ji'an County 
measures 100 to several hundred @ in length and 3 to 10 @ in depth. 
Preliminary testing conducted recently of the low-grade ore has determined 
that it is worth gaining and that brucite can be extracted from it. Initial 
economic and technical evaluation has proved the economic value of the brucite 


mine and its benefit to society. [Text] [Changchun JILIN RIBAO in Chinese 
5S April 85 pi} 9621 
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SHANXI METALLURGICAL INDUSTRY DEVELOPING KAPIDLY 
Taiyuan SHANXI RIBAO in Chinese 3 Mar 85 p 1 


[Article by Huang Zhenquan [7805 2182 0356]: “The Metallurgical Industry of 
Shanxi Province Develops at High Speed”) 


[Text] Im the past few years the metallurgical industry in Shanxi Province 
has undergone accelerated development. Comparing 1984 with 1983, total 
industrial output value increased by 245 million yuan; the output of steel, 
pig iron, steel products and iron concentrate power increased by a large 
margin, equivalent to the annual output of the 40-year-old Changzhi Iron and 
Steel Plant; and annual profits increased by over 30 million yuan, equivalent 
to the level of taxes and profits delivered by three Changzhi Iron and Steel 
Plants. 


At the beginning of 1983, the Shanxi Provincial Metallurgical Industry took 
the lead in unleashing and extending power to enterprises by promulgating 
four rules and regulations. One after another, all metallurgical enterprises 
formulated concrete measures for expanding the decision-making power of 
enterprises and rejuvenated enterprises originally under rigid control. They 
also made great efforts to carry out technological transformation in the 
industry and spent 47 million yuan on the investment of technological 
transformation in 1983. A 10,000-cubic-meter oxygen producing machine was 
completed and put into operation in the Taiyuan Iron and Steel Company. The 
No 2 steel plant completed an argon-oxygen steel-smelting furnace and the No 3 
steel plant changed an ordinary converter into a top- and bottom-blown 
converter. They also built a new 150,000-cubic meter gas tank. Completion of 
these technological transformation projects is the key to the continuous 
growth of the production in the Taiyuan Iron and Steel Company. 


In light of the spirit of the central government's directive--"Open up large 
mines and unleash small ones"--the metallurgical departments of Shanxi 
Province increased pig iron production capacity by 500,000 tons by 
transforming 15 small iron mines and increased the pig iron output of 
prefectures, cities and counties by restoring a number of small local iron 
plants such as the Datong Steel Plant. 
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SHANXI REPORTS PROGRESS IN KEY CONSTRUCTION 
Taiyuan SHANXI RIBAO in Chinese 26 Mar 85 p 1 


[Article by Liu Guilan [0491 2710 5695]: “Key Construction Projects in 
Shanxi Make Good Progress” } 


[Text] This reporter recently learned from the leadership team in charge of 
key construction projects in the province that such projects have been going 
well and that investments in key constructions have yielded gratifying 
results. 


During 1984, the vast number of cadres as well as technical personnel and 
workers engaged in the 15 key construction projects of the state and the 10 
construction projects in the localities have, by liberating their thoughts, 
working in unison and unity of purpose, exploring the ways and means in an 
active manner and summoning up their courage in making reforms, completed the 
state's investment plan and fulfilled the projected rate of progress for the 
year ahead of schedule. The total amount of investment has reached 
1,779,810,000 yuan, or 117.3 percent of the amount projected at the beginning 
of the year. All the construction projects are underway and all the units 
have begun production ahead of the time originally projected. 


Key construction projects of the state, all of which are going well, are 
marked by their speedy progress, the high quality of the work and the notable 
economic benefits of their investment. The actual amount of investment in the 
aluminum plant in Shanxi, after having been readjusted 3 times, comes to 135 
million yuan, or 50 percent over the projected amount. Among the 4 electrical 
construction projects, the No 1 and No 2 generating units of the No 1 power 
plant in Datong were completed one after another and put into operation last 
year, thus setting a record in the history of the province in electrical 
construction work of putting two 200,000-kW generating units into operation 
one after another within the same year. A 500,000-volt extra high tension 
return cirucit in Yifangshan in Datong was officially delivered and put into 
operation at the end of June last year, 3 months ahead of schedule. The four 
key construction projects--the No 3 cooling tower at the Shentou power plant, 
the foundation of the No 1 steam engine at the Zhangze power plant, the No 2 
chigney at the No 2 power plant at Datong and the 500,000-volt extra high 
tension return circuit at Yifangshan in Datong--have all been successfully 
completed. The amount of 574.65 million yuan was invested in the key coal 
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mining construction projects, or 104.5 percent over the plan projected at the 
beginning of the year, the footage of excavation came to 58,505 a, or 1 
percent over the projected rate of progress and the area of work completed 
cape to 385,662 =, or 5.1 percent over the plan. The amount of investment in 
the 5 railway projects came to 280.45 million yuan, or 109.9 percent of the 
plan projected at the beginning of the year. The mileage of track reopened to 
traffic along the Beijing-Baotou (Feng Sha Da) line came to 37/9 km. As for 
the reopening and electrification of the Bei jing-Datong-Puixian line, a 
railway track is being laid in much of the northern section, work has begun in 
the middle section and the work of extending the railway tracks at the five 
railway depots open to traffic in coordination with the Beijing-Taiyuan line 
in the southern section has been completed. In the section between Jiexiu and 
Linfen on the Datong-Puxian line in the south, 85.7 and 37.6 km of tracks have 
been laid on the main line and the local lines respectively. The laying of 
double tracks at the seven depots and one railway yard serving eight districts 
hac been completed. 


Smooth progress is also being made by the 10 key construction projects in the 
localities for which 134.65 million yuan has been invested. 
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FEASIBILITY STUDY ON HAN JIANG MANAGEMENT PROJECT APPROVED 
Wuhan HUBEI RIBAO in Chinese 6 Apr 85 p 2 


[Article by Shi Jiechi [4258 7132 3069] and Huang Fasen [7806 4099 2773]: 
“Prelude to Han Jiang Development; Feasibility Study on Management Project 
of the Xiang-Li Section of the Han Jiang Wins Approval of Specialists” ] 


[Text] During the middle of March our province's feasibility study on the 
Han Jiang management project of the section from Xiangfan to the mouth of 
the Li He was approved by the Central Committee and the 30 specialists and 
technicians in the departments of communication, water irrigation and 
railroads under provincial control. 


The Han Jiang is the major tributary of the Chang Jiang but the course of 
the river basically follows natural configurations and there is little 
river traffic. The management project for the 130-km Xiang-Li section 
forms a major part of the deveiopment of the Han Jiang. With management, 
this will become China's major passageway for “transporting coal from the 
north to the south and transferring coal from the west to the east” and for 
separately transporting iron and molten iron (liquified iron). After the 
management project is completed and once ports, ships, and rail become 
coordinated, navigational capability will increase greatly. The amount of 
coal ash passing through every year may be over 10 times greater than at 
present. Also, large numbers of “number two” vehicles may be transported 
to numerous areas in Hubei, Sichuan, and east China which will result in 
increased shipments of ore, construction materials, grains, and chemical 
fertilizers. The total freight volume will more than double. 


This feasibility study includes: surveys and studies on the river course, 
port areas, and port railways; shoal management, dredging tests and model 
experiments; hydrologic analyses and fluviographs; hinterland economic 
surveys and freight projections; and evaluations of comprehensive benefits, 
etc. Among those participating in this study are the Central Committee and 
the provincial departments of water transportation regulation and planning, 
the shipping department and nearly 600 engineering technicians, workers, 
teachers and students in certain colleges and universities in Nanjing and 
Wuhan. 
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OFFICIAL OUTLINES CHANGCHUN DEVELOPMENT PROGRAM 
OW290847 Beijing XINHUA in English 0705 GMT 29 May 85 


[Text] Changchun, May 29 (XINHUA)--Changchun, capital of Jilin Province, will 
become a modern city with multiple urban centers, said an official here today. 


Municipal Urban and Rural Construction Committee Deputy Director Chen Jingyuan 
said the city would gradually form centers of administration, commerce, youth 
recreation, science and technology, sports and culture. 


Continued growth of the machinery industry, Chen said, will be accompanied by 
development of food, textile, plastic, chemical, pharmaceutical, optical, elec- 
tronics, building materials, motor, garment and light industries. 


Three industrial centers will be built on the eastern, western and «vorthern 
outskirts. 


Chen said the city would try to cover 30 percent of its area with trees and 
grass in the near future. 


Parks will be increased from 12 to 30 and diversified in function. 


Changchun, a city of more than 150 years, was economically backward in old 
China. On the eve of the country's liberation in 1949, the city had a popula- 
tion of only 170,000. 


Chen said, after the efforts of more than 30 years, Changchun has now become 
an industrial city with machinery and light industries as its dominants. It 
has also achieved big development in science and education, he said. 


Since 1896, Tsarist Russian and Japanese imperialists invaded northeast China, 
and Changchun then became their colony. 


In 1932, Changchun became capital of the Japanese puppet state of "Manchukuo” 
(1932-1945). 


Chen Jingyuan said the palace of "Manchukuo" will be restored as a tourist 
attraction. 


The palace is that of Aisin Giorro Puyi, the last Qing emperor from 1909 to 
1911, when he was appointed ruler of "Manchukuo”" in 1932 by the Japanese. 
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BRIEFS 


FIRST SKYSCRAPER FOR SHENZHEN--The first skyscraper in the nation is about to 
soar over the Shenzhen SEZ. Intensive work is underway in the early stage of 
its construction. To be named the China Building, this skyscraper will have 
88 stories, or 26 more than the Hopewell Trade Center, currently the highest 
building in Hong Kong. According to the Chinese News Service [Zhongguo Xinwen 
She], the projected ekyecyaper at the border of Luohu in Shenzhen and Shangbu 
will occupy over 22,200 m“ and the construction site will measure 458,000 a”. 
According to the design, this pentagonal building will have glass walls, the 
top floor will serve as a revolving restaurant and the roof will be used as an 
international heliport. It is reported that this building will be financed by 
five consortiums in France, Canada and Monaco and that the total investment 
will amount to $450 million. [Text] [Beijing GONGREN RIBAO in Chinese 12 Apr 
85 p 1] 9621 
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DEVELOPMENT OF NEW TOWN-COUNTRY ECONOMIC RELATIONS OF COOPERATION ' SE 
Beijing LIAOWANG [OUTLOOK] in Chinese No 12, 25 Mar 85 p 8 


[Article by Cheng Xiang [2110 3276]: "Town and Country Opening up Gates of 
Mutual Cooperation”) 


[Text] At a time when the rural economic reform is making tremendous 
achievements, an economic system reform targeted mainly at the cities has 
again sprung up throughout the nation. The practices of reform in cities 
and villages are opening up one’s field of vision and making more and nore 
people realize this: in an era of commodity economy, cities cannot be 
separated from villages, nor can villages be segregated from cities, and 
this is especially true in our country that has a vast rural area and a huge 
rural population. And so growing intense and fervent with each passing day 
is the demand that the situation of cities and villages mutually broken up 
and sealed off be shattered, that common prosperity be made a reality, and 
that a new socialist town-country relationship possessing Chinese character- 
istics be established. This is a new event of far-reaching significance 
taking place in China today. 


In the past, any reference to the town-country relationship was always 
confined to a narrow and limited sphere of delivering industrial products to 
the countryside for aiding agriculture and of transporting farm produce and 
sideline products to the cities for supporting industry. Today, a new sub- 
stance has taken shape in the town-country interflow. Please take a look at 
the well-known "Bailan Road" of Beijing: The Beijing General Washing Machines 
Plant, a manufacturer of the Bailan brand washing machines, has adopted a 
pattern of town-country combination for expansion of production, by storing 
98 percent of its spare parts in the countryside for processing, which 
results not only in a zero increase in the number of factory workshops and 

in a very small increase in the number of workers, but also in a 30-fold 
increase in output and a 50-fold increase in profits during a 5-year period, 
thereby contributing simultaneously to the speedy development of some rural 
industries in Beijing's suburbia and to embarking them onto a course of 
affluence and prosperity. This is the "Bailan Road" that has won the 
people's praise. Today, a group of the industries of coordinated production, 
with cities playing a primary role as dragon's head and rural area playing a 
secondary role as dragon's tail, are vigorously springing up; some of the 
industries appropriate for development in the countryside are being moved 
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out of the cities and into the rural areas; the capital and intellectual 
resources of the cities are being channeled into the rural areas, and this 
has set in motion joint operation of town-country industrial and commercial 
enterprises. In Handan City, Hebei Province, measures of all descriptions 
have been adopted to enhance a town-country alliance, in which cities furnish 
rural areas with men of talents, technology and information, and rural areas 
provide cities with labor, space and funds, thus making both cities and 

rural areas shine more brilliantly in each other's company and to the 
satisfaction of all. In Changzhou City, Jiangsu Province, production and 
circulation, centering on the economically relatively well-developed towns, 
have been organized to propel an energetic development of commodity production 
in the surrounding rural areas. The Changzhou Cameras General Plant has 
entered into a specialized coordination with 10 plants in Wujin and other 
localities, while town-country enterprises of the same type are forming an 
alliance to open up markets. Now, the city has more than 500 factories 
implementing an economic alliance of varied forms, preliminarily bringing 
into being diversified economic sectors, diversified circulation channels, 
and a town-country production and circulation system of diversified economic 
patterns. 


There are still many peasants who, apart from coming all out to run town- 
country enterprises in their own hometowns, have headed for the cities with 
their products and capital to establish businesses and service industries 
there. The Hefei City has kept its gate wide open, and tens of thousands 
of peasants have marched into the city to set up enterprises in the course 
of 1 year. They turned out to be winners of five “gold medals" in the city. 
The people in some rural areas are able to get into the cities and become 
contractors of factories and enterprises. Building teams and mining teams, 
composed of peasants, are also going into the building and mining 
industries. 


In a word, cities and rural areas are translating into reality a cooperation 
in the areas of labor, intellectual resources, technology and funding, while 
in the economic links of production and circulation they are mutually 
merging and harmonizing and breaking through the various barriers and 
restrictions that have set cities and rural areas apart. 


This is extraordinary, historic progress: 


The antagonism between cities and rural areas is a historical relic of the 
system of exploitation. In the history of human development, ever since the 
beginning of the birth of cities, the relationship between cities and rural 
areas has always been an antagonistic one. The development of the capitalist 
commodity economy contributed all the more significantly to the abnormal 
prosperity of the cities and the daily-worsening destitution of the rural 
areas. It is not until after the emergence of a mass exodus of the rural 
labor force and the creation of a situation of demand exceeding supply of 
farm products that one starts showing concern for development of the rurai 
areas. And it is until then that funds and manpower start moving into the 
rural areas. This is a long process saturated with blood and agony. Ours 

is a socialist system that should and could fully avoid this painful process. 
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After the birth of New China, the old era of cities exploiting rural areas 
came to am end. The party and the state paid great attention to settlement 
of the town-country relationship and the workers-peasant relationship. 
Comrade Mao Zedong set forth a long time ago the thesis of developing the 
national economy with "agriculture as the foundation and industry as the 
leading factor,” and he also put forth the advocacy of charting plans in the 
order of agriculture, light industry and heavy industry. Nevertheless, for 
a long time, development of the rural areas lagged behind that of the cities, 
and the issue of town-country rivalry for interests and mutual town-country 
breakup was not appropriately solved, because of a whole compound of factors. 
This situation of breakup between town and country seriously retarded the 
coordinated development of the national economy. 


It was the reform of town and country, started after the 3d Plenum of the 
llth CPC Central Committee, that ushered in a new and inspiring panorama in 
the town-country relationship. 


Nevertheless, elimination of the old historical vestige and establishment of 
@ new pattern of the town-country relationship absolutely cannot be 
accomplished in a day. It remains a herculean task to eliminate old concepts 
and shatter conventional restrictions. At present, some of our comrades 

have not yet secured a profound cognizance of the truth that the development 
of commodity economy requires mutual town-country assistance and coordinated 
development, and they still lack the foresight and ability to play a dominant 
role in the town-country situation as a whole, to coordinate the town-country 
economy, and to achieve a mutual enhancement. In some areas, old ideas and 
old measures are still being applied. As a result, barriers remain strongly 
fortified, town and country gates are tightly closed, ideological cognizance 
and actual work lag far behind our times, which run counter to the law of 
economic development. Comrade Wang Li [5502 6849], at a rural work conference 
held last year, pointed this out: The country must open up its "country gate,” 
and the town must open up its "town gate" too. Comrades taking part in rural 
work or city work must play a dominant role in the town-country economy as a 
whole, strive to eliminate the various town-country barriers, enhance the 
town-country alliance, and establish step by step a new socialist pattern of 
the town-country industrial structure in which there is division of work and 
diversification. This ought to be made an important guiding ideology of 
economic work. 
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PRC TO DEVELOP WOOD SUBSTITUTES TO SAVE TIMBER 
HKO20420 Beijing CHINA DAILY in English 2 Jun 85 p 2 


[Text] Tree-scarce China plans to conserve 15 million cubic metres of 
timber between 1986 and 1990 by developing wood substitutes. 


Production of plastics, bamboo plywood and boards made of sunflower stems 
and husks will all be given priority by the State Economic Commission during 
the Seventh Five-Year Plan. 


The move toward using substitutes to bolster the nation's scarce timber 
supplies was urged at a recent national meeting in Chongqing, Sichuan 
Province, reports the newspaper Economic Information. 


China's forests cover 115 million hectares and its total timber resources 
are estimated at 9 billion cubic metres. However, the forest cover in 
China is only 18 percent of the world average level. Per capita timber 
supplies are about 13 percent of the world average. 


According to the State Statistical Bureau, China produced 55 million cubic 
metres of timber last year. 


With such forest resources, timber production cannot possibly increase 
significantly in the near future, the paper said. 


To invigorate the country's forestry industry, the State is endeavouring 
to modernize timber mills and to increase ties to foreign countries. 


For example, the Beijing Timber Factory has imported a chipboard assembly 
line with an annual capacity of 30,000 cubic metres from the Federal Republic 
of Germany. The Fuzhou Timber Factory has bought in a U.S.-made heavy- 
density chipboard production line with an annual output of 50,000 cubic 
metres. 


Two more projects using foreign equipment are under trial production 
in Jilin and Hunan provinces. 


Last year, the State pumped $14 million into technical upgrading of 17 forest 
industries in the country. The number of projects and the amount of 
foreign exchange investment are expected to double this year. 


But, the paper said, greater efforts must be focused on production of timber 
substitutes as a strategic measure to close the gap between supply and timber. 
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QUESTIONS ON LAWS GOVERNING FOREIGN INVESTMENT ANSWERED 
Beijing GUOJI MAOYI [INTERTRADE] in Chinese No 1, 27 Jan 85 pp 44-45 


[Article by Dong Shizhong [5516 0013 1813], associate professor, Law Depart- 
ment, Fudan University: “Answers to Questions Relating to Foreign Investors 
and Investment in China (Part One)”] 


[Text] The Enforcement Regulations of the Law on Sino-Foreign Joint Ven- 
tures permit a time limit of 30 years for joint ventures. Can this time 
limit be extended indefinitely? 


Answer: Article 100 of the Enforcement Regulations states, “Time limits for 
joint enterprises shall be discussed and determined by all parties to the 
venture according to the specific conditions obtainiag in each industry and 
project. Time limits for most types of joint enterprises shall, in prin- 
ciple, be from 10 to 30 years. For those projects that require large 
amounts of investment and long construction periods and that yield low 
profit returns, time limits may be extended beyond 30 years.” This provi- 
sion actually stipulates no maximum time limit for joint ventures, and we 
may interpret this to mean that Chinese law sets no mandatory time limits 
for joint ventures requiring large amounts of investment and long construc- 
tion periods and yielding low profit returns. In such cases, the limits may 
be determined according to varying circumstances by the parties to the 
venture. 


For most types of joint enterprises, the law provides that time limits 
“shall, in principle, be from 10 to 30 years.” The phrase “in principle” 
suggests much flexibility. In addition, Article 101 of the Regulations 
states, “If the parties to the joint venture agree to extend its time limit, 
they must submit an application therefor, signed by authorized representa- 
tives of each party, to approval agencies 6 months prior to the expiration 
of the venture, and such agencies must make a formal reply to said applica- 
tion within 1 month from the day of the receipt thereof.” This article sets 
forth the approval procedure for extending joint-venture time limits, pre- 
supposes that such limits may be extended upon expiration but does not set 
limits on the length or number of such extensions. 
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Chinese leaders have repeatedly stressed that the open-door policy is funda- 
mental; if it is to be changed, it will be changed to provide further open- 
ing. And our premier suggested at the Second Session of the Sixth NPC that 
time limits for Sino-foreign joint ventures should be appropriately and 
reasonably extended. 


Therefore, we can say that, although the Law Governing Sino-Foreign Joint 
Ventures and its Enforcement Regulations do not provide for indefinite ex- 
tensions of joint-venture time limits, yet it is apparent that those limits 
may be quite long. 


2. May a joint enterprise establish a branch company or subsidiary in China 
or abroad? 


Answer: Article 9 of China's Law on Sino-Foreign Joint Ventures stipulates 
that “when necessary, joint ventures may establish branch organizations 
outside of China.” The phrase “branch organizations” means both branch 
companies and subsidiaries. 


According to current Chinese practice, the decision to establish branch or- 
ganizations both in China and abroad must be passed by the board of direc- 
tors of the joint enterprise and reported to the relevant Chinese supervis- 
ing departments for investigation and approval. When branches or subsidi- 
aries are established abroad, the original investment in the joint venture 
must not be transferred outside of China. When increases in investment are 
required for the establishment of such agencies in China, capital-ad justment 
registration formalities must be completed with Chinese industrial and conm- 
mercial administrative departments. 


I believe the establishment of branches and subsidiaries both in China and 
abroad in accordance with legally prescribed procedures not only does not 
violate Chinese law but accords with China's policies of opening up to the 
outside world, making vigorous use of both domestic and foreign capital and 
fully mobilizing all positive factors both at home and abroad. 


Relevant Chinese tax laws now contain explicit provisions so as to avoid the 
problem of dual taxation when joint-enterprise branches remit profits to 
their main offices. Articles 1 and 2 of China's Income Tax Law for Sino- 
Foreign Joint Ventures states, “Taxes on the income earned through produc- 
tion, business or other operations by joint-enterprise branches located out- 
side or within the territory of China shall be paid by the main offices 
thereof.” Article 32 of the Enforcement Provisions of this law stipulates, 
“Taxes rendered abroad for income earned outside of China by joint enter- 
prises and their branches may be credited against the income tax owed by the 
main office of the enterprise upon presentation of tax-payment certifica- 
tion.” 
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3. What protection say foreign investors obtain if changes detrimental to 
their interests occur in Chinese law? And if investor privileges are in- 
creased, will previous investors also share in this increase? 


Ansver: To ensure the integrity of Chinese law, ail new compulsory laws 
promulgated by the state that supersede previous regulations must be fully 
eaforced throughout the country. Whether beneficial to investors or not, 
these new laws and regulations must be obeyed. However, given China's 
policy of encouraging and promoting the introduction of foreign capital, 
Chinese organs of state power can be expected to give careful consideration 
to the legal rights of foreign investors when formulating new laws and 
regulations. 


4. To whom shall ownership rights revert when joint ventures are ternmi- 
nated? How shall the value of these enterprises be determined? And are the 
rights of investors to repatriate their share of capital in the enterprise 
guaranteed? 


Answer: When a joint venture is terminated, a property transfer can be ef- 
fected if one of the original investors takes over the ownership of and con- 
tinves the business. The value of the property is to be reappraised in ac- 
cordance with provisions in the contract or charter, or the assets or net 
worth, as reflected in the balance sheet for the day on which the venture 
expired or was terminated, are to be distributed in proportion to the re- 
spective shares invested by each party. However, where contracts and char- 
ters make other provisions, the property should be distributed accordingly. 


A foreign investor may remit abroad his share of the net assets of the 
enterprise upon termination of the joint venture. The increment he receives 
in excess of the registered value of those assets will be treated as prof- 
its, and thus income tax must be paid thereon. An income-tax payment must 
also be made when these assets are remitted abroad. However, the capital 
originally invested in the enterprise is exempt from taxation when repa- 
triated. 


5. May foreign enterprises establish holding companies in China in order to 
balance their foreign-exchange reserves? 


Answer: According to current regulations, independently registered and 
operated, wholly and jointly owned enterprises may not engage in cross-trade 
of foreign currency in order to adjust their reserves. Article 4 of the 
Provisional Regulations Governing Foreign-Exchange Control stipulates, “Ex- 
cept where otherwise provided by law or ordinance or by other articles in 
these Regulations, all Chinese and foreign organizations and individuals in 
the CPR shall sell all foreign-exchange proceeds to the Bank of China and 
purchase from said bank, in accordance with quotas approved by the state or 
with relevant regulations, any currency required.” 
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The question of whether holding companies may be used to introduce foreign 
capital in order to maintain a general balance in foreign-exchange reserves 
among enterprises merits further study. I believe that this approach may 
represent a feasible way of accelerating imports of foreign capital and 
maintaining the state's balance of foreign-exchange reserves. 


6. To which government organs must one apply for approval to establish a 
joint enterprise in Shanghai? 


All enterprises that involve a total investment of $5 million or less ($2 
million in the cases of districts and cou. ies), that do not require con- 
struction of new factories and that can arrange their own supplies of energy 
and raw materials, sell their products themselves and balance receipts and 
expenditures of foreign exchange themselves must submit their project pro- 
posals to relevant municipal departments for approval and, upon receipt of 
that approval, present feasibility-study reports, contracts, charters and 
other relevant documents to the responsible bureau, district or county for 
approval. For joint enterprises that involve a total investment of more 
than $5 million ($2 million for districts and counties) but less than $30 
million; that plan to engage in production and manufacture of goods that the 
nation urgently needs; whose capital construction, supplies of energy and 
raw materials and product sales can be managed by Shanghai; and whose for- 
eign-exchange receipts and expenditures can be balanced in that sunicipali- 
ty--for all such enterprises, the supervising bureau, district or county 
should present its opinions first, and then reports should be made to rele- 
vant sunicipal departments for approval and to relevant ministries or con- 
missions under the State Council for the record. Joint-enterprise projects 
requiring investments of more than $30 million should apply to the Ministry 
of Foreign Economic Relations and Trade. 


Within 1 month after receiving approval to establish joint ventures, foreign 
investors must register with and obtain business licenses from municipal 
industrial and commercial administrative bureaus. 


7. With which Chinese laws and regulations should managements of Sino-for- 
eign joint enterprises be familiar in their daily operations? 


Ansver: Those managements should be familiar with at least the following: 
The Law on Sino-Foreign Joint Ventures, the Enforcement Regulations for that 
law, the Regulations on Registration of Sino-Foreign Joint Ventures, tie 
Regulations on Labor Management in Sino-Foreign Joint Enterprises, the 
Provisional Regulations on Loans by the Bank of China to Sino-Foreign Joint 
Ventures, the Income Tax Law for Sino-Foreign Joint Ventures, the Enforce- 
ment Provisions for that law, the Individual Income Tax Law, the Enforcement 
Provisions for that law, the Provisional Regulations Governing Foreign- 
Exchange Control and the like. In addition, managements should also be 
acquainted with relevant local laws and regulations, such as the Guangdong 
Provincial Regulations Governing Special Economic Zones, the Provisional 
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Regulations Governing Land Control in the Shenzhen Special Economic Zone and 
the like, as well as the Patent Law, the Trademark Law, the Environmental 
Protection Law, the Provisional Measures Governing the Export-License Systen 
and so on. (To be continued) 
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ANSWERS TO FOREIGNERS' QUESTIONS ABOUT INVESTING IN CHINA 
Beijing GUOJI MAOYI [INTERTRADE] in Chinese No 2, 27 Feb 85 pp 44-45 


[Article by Dong Shizhong [5516 0013 1813): “Answers to Foreigners’ Questions 
About Investing in China (Part Two)") 


[Text] 1. Legally speaking, what are joint production and cooperative enter- 
prises? How de they differ from a joint venture? 


The cooperative enterprise between a Chinese enterprise and a foreign investor 
is currencly the most popular form of economic cooperation between China and 

the world. Funds, industrial equipment and materials are generally supplied 

by foreign businessmen. Land, factory buildings and labor are provided by 
China. In this form of cooperation, the foreign investor takes part in the 
management as a partner in a Chinese enterprise. The two parties set up a joint 
management organization. Alternatively they may decide on a kind of division 

of labor, with one party taking care of operation and management and the other 
supervising. Joint production usually doves not give rise to a separate indepen- 
dent enterprise. Profits are distributed in accordance with a ratio agreed 

upon in the contract. Capital invested and shares are not used as a basic for 
profit distribution. When the contract for a cooperative enterprise expires, 
assets are turned over to the Chinese partner. This form of cooperation involves 
relatively simple review ani approval procedures and has been growing rapidly 

in recent years. 


According to China's “Regulations Governing the Recovery of Offshore Petroleum 
Resources in Cooperation with Foreign Interests," the foreign investor is the 
sole investor and prospector during the prospecting stage and is responsible 
for all risks involved. After oil is found, the Chinese partner as well as the 
foreign investor will put up funds in accordance with their contract. The 
management of the business will be in the hands of the foreigner, and profits 
are distributed and taxes paid in accordance with a set ratio. Upon the 
expiration of the contract, assets will be turned over to the Chinese partner. 


In a joint venture, which is a joint stock company, both the foreign investor 
and his Chinese partner put up funds to establish a new, independent enterprise. 
They both take part in its management and distribute profits in accordance with 
the number of shares each holds. When the contract for a joint venture expires, 
the foreign investor can remit or take home whatever profits or assets he has 


earned or acquired. 














2. Can the foreign concept of the limited liability compaay be applied to the 
joint venture in China? 


Under the “Law of the People’s Republic of China on Joint Ventures Using 
Chinese and Foreign Investment,” a joint venture is conceptually the same as a 
limited liability company as the latter is understood internationally. There 
is consensus on this point among our legal experts. 


3. When a dispute arises over the management of a joint venture, can the 
corporate law of a third nation be applied? 


Generally speaking, such a dispute can be settled in accordance with the pro- 
visions of the contract setting up the joint venture. If a party wants to 
include applicable legal provisions in the contract of a joint venture, the 
Regulations for the Implementation of the Law on Joint Ventures stipulates that 
such provisions must be Chinese legal provisions, not those from the corporate 
law of a third nation. If a foreign investor insists on excluding applicable 
Chinese legal provisions, they may usually be left out because there is as yet 
no Chinese law which explicitly provides for their inclusion in a joint venture 
contract. In case of a dispute, an arbitrater acceptable to both parties can 
invoke the appropriate law, depending upon the nature of the dispute. 


4. What is China's attitude to the Foreign Arbitration and Adjudication Con- 
vention recognized and upheld by the United Nations? 


The recognition and enforcement by the United Nations in 1958 of the Foreign 
Arbitration and Adjudication Convention has been beneficial to the cause of 
international arbitration. China is not a party to the convention, but I think 

it should be because such a move is consistent with the development of our 
economic and trade relations. The Mutual Guarantees in Arbitration and Adjudi- 
cation Agreement which we sign with foreign governments is spiritually consistent 
with this convention. As for those countries which have not signed the bilateral 
agreement with us, we try to be accommodating on the basis of mutual benefit 

as long as the arbitration is just and does not violate our law or social 

public order. 


5. Does China intend to promulgate a lays on wholly-owmed foreign enterprises? 


The law referred to here covers enterprises in China wholly owned by foreigners. 
As far as I know, it is being formulated and will draw on our experience with 
the Law on Joint Ventures and its regulations for implementation to determine 
the investment climate for foreign investors in China, the procedures of estab- 
lishing a wholly-owned foreign enterprise as well as its legal status and 
preferential treatment. Of course, we will not know its precise provisions 
until it it promulgated. 


6. Does China intend to promulgate a technology transfer law? 
In this context, technology transfer refers to the transfer of technology 


between a Chinese natural person or legal person and his foreign counterparts. 
This law, too, is being drawn up and will substantively cover China's policy 
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of technology importation, the principles of this policy, comprehensive 
planning, the procedures of examination and approval, and the negotiation, 
drafting and signing of contracts. Here again the actual provisions will 
depend on what is in the law when it is finally announced. 


7. Is China planning to promulgate an economic contract law concerning foreign 
nationals? 


We are also working on such a law and have solicited the comments of many 
parties on its draft version. It takes Chiri'’s realities as its point of 
departure and draws upon international practice in such areas as the signing, 
revision and termination of an economic contract involving foreign nationals, 
the principles and legal applicability of a contract as well as the settlement 
of a dispute arising from a contract, the fulfillment of its guarantees and 
the liabilities one incurs for breaching the contract. 


8. What kind of laws and regulations will China's recently opened 14 coastal 
cities follow? 


These cities will enjoy greater autonomy in attracting foreign capital and 
absorbing advanced technology and, to a certain extent, grant more preferences 
to foreign businessmen. Apart from the laws and regulations which apply nation- 
wide and the policies of the party Central Committee, the cities are considering 
drawing up a host of local laws and regulations. For instance, a leader of the 
Shanghai Foreign Economic and Trade Relations Commission has announced at a 
public lecture that the central government has increased the authority of the 
municipality to expand external economic relations and allowed it to adopt 
certain special policies similar to those in effect in Special Economic Zones. 
The examination and approval procedures for joint ventures and wholly owned 
foreign enterprises have been streamlined. There has been a 15-percent reduction 
in the income tax payable by projects which are knowledge- or technology- 
intensive, involve substantial annual outlays and have a long turnover. 
Moreover, a joint venture may, with permission, convert its earnings from 
domestic sales into a foreign currency at international market rates. 
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FOREIGN TRADE AND INVESTMENT 


CHANGE IN IMPORT POLICY ADVOCATED 


Bei jing GUOJI MAOYI [INTERNATIONAL TRADE JOURNAL] in Chinese No 6, Nov-Dex 
84 pp 24-28 


[Article by Ye Caiwen [0673 6846 2429]: “We Must Give Full Play to the | 
of China's Import Trade” ] 


[Text] I. The Role of Import Trade in the National Economy and Current 
Problems in Import Trade 


Like exports, imports are an important part of China's foreign trade and 
economic relations. Since the establishment of the CPR, import trade, due 
to the needs of China's economic plans, has rapidly increased, played a 
positive role in economic development, served to provide prompt supply of 
important materials and goods that are desperately needed for production in 
and the development of each economic sector, and thus ensured smooth expan- 
sion of socialist reproduction. The introduction of advanced science and 
technology [S & T], knowledge, equipment and managerial techniques from 
abroad has accelerated economic development ard enhanced China's ability to 
be self-reliant. And the purchase of needed foreign consumer goods and 
materials has served to adjust the domestic market, to make that market 
prosper and to improve the people's material and spiritual living condi- 
tions. 


During the 30 vears prior to the 1980s, the relationship between China's 
import-export trade and her economic growth was characterized by the foliow- 
ing phenomenon: Every time imports exceeded exports, economic growth would 
accelerate, and when imports trailed exports economic growth slowed or de- 
clined. In the 1950s, imports exceeded exports, and there was a trade defi- 
cit of approximately $3.4 billion; during the 1960s exports exceeded im- 
ports, and there was a trade surplus of about $8.4 billion; and during the 
1970s, imports surpassed exports once again, for a deficit of $2.5 biilion. 
China's economic growth rate varied greatly in these three decades. Accord- 
ing to estimates, the GNP rose by about 90 billion yuan during the 1950s, 80 
billion yuan in the 1960s and 192.6 billion yuan in the 1970s. Therefore, 
though imports exceeded imports, thus producing trade deficits, during the 
1950s and 1970s, the national economy grew more rapidly in these two dec- 
ades. And though exports exceeded imports, thus producing more surpluses, 
during the 1960s, economic growth slowed in that decade. Is this phenomenon 
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accidental or coincidental? No. Of course, changes in the GNP growth rate 











are caused by political, economic, natural and many other complex factors 
and thus cannot be explained merely in terms of whether there are deficits 
or surpluses in foreign trade. Nevertheless, we must not overlook the inm- 
portance of the expansion of imports of goods, technology and equipment in 
promoting economic development. For when imports exceed exports, this means 
that we are making more use of foreign resources and technology and are 
expanding reproductive capacity. For example, the 1950s accounted for 32 
percent, the 1970s, 39 percent and the 1960s, only 9 percent of all new 
technology and complete sets of equipment imported during this 3-decade 
period. These figures tally with those on economic growth and provide a 
powerful demonstration of the importance of import trade to the development 
of the national econony. 


Yet do these achievements mean that we have made full and effective use of 
China's import trade? No. In actual practice, our import trade has long 
been treated as a temporary expedient and been used merely to make up short- 
ages of goods and materials and to achieve balanced economic development. 
Specifically, grain, cotton, sugar, chemical fertilizers, synthetic fibers, 
steel and other consusier goods and raw materials have comprised the bulk of 
our imports, whereas technology, machines and equipment that are used for 
expanded reproduction have accounted for but a very small proportion. It is 
also worth noting that this latter category includes all types of motor 
vehicles, ships, airplanes, tractors, cranes, bulldozers and other machines 
and implements. If these items are excluded, then only 10-odd percent of 
all foreign exchange used to purchase imports was actually spent on real 
technology, machinery and equipment. And if this machinery and equipment 
are excluded, then less than 10 percent of our foreign-exchange expenditure 
was devoted to advanced technology. These expedient purchases have played 
an important role in temporarily supplying domestic developmental and con- 
sumption needs but have done little to develop S & T and new industry and 
have been very ineffective in increasing labor productivity and in expanding 
social reproduction. 


IT. We Must Fully Understand the Role of Import Trade 


To make full use cf import trade, we must resolve the following three per~ 
ceptual problems regarding foreign-trade theory. 


1. The International Division of Labor Forms the Basis of Foriegn Trade, 
and the Objective Requiremert for Expanding China's Productive Forces Is To 
Make Vigorous Use of This Division of Labor 


In today's world, the international economy is steadily developing amidst an 
S & T revolution, which has had a tremendous impact on each country's 
economy, politics and social activity, is greatly accelerating growth and 
improvements in productive forces and is affecting the international divi- 
sion of labor. Under these circumstances, no country can afford to be 
divorced from the international market for long, for that would remove that 
country from the S & T revolution. Only by taking vigorous advantage of the 
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international division of labor can one keep up with the times and meet the 
needs of the S & T revolution. 


The economies of all countries have become mutually interrelated and now 
form an organic unity, and each country is vigorously taking advantage of 
the international division of labor. The S & T revolution requires closer 
economic ties among all countries of the world, and whether countries have 
similar socioeconomic systeus or not, they all must expand their interrela- 
tionships. Thus it is largely objective necessity that determines these 
relationships, not human will, desire or policy. As Lenin stated, “There is 
a force that is stronger than the determination, will or desire of any gov- 
ernment or class that opposes us, and that force is . . . the common econonm- 
ic relationships of the world.” In today's world, the progress of each 
country is inseparable from that country's participation in the internation- 
al division of labor and in wide-ranging material and scientific inter- 
change. Even though China is primarily a socialist country, has many dif- 
ferent systems of ownership, uses the planned economy as primary and supple- 
ments that economy with the regulatory role of the market, the expansion of 
socialized mass lavor makes it necessary for us to make vigorous use of the 
international division of labor and to open China up to the outside world so 
that, on the basis of equality and mutual benefit, we can link our domestic 
division of labor with its international counterpart and the domestic market 
with the international one and thus brighten prospects for our continued 
economic growth. 


2. Import Trade Should Not Merely Provide Goods That Are in Short Supply 
but Also Serve To Ensure Material Balance in Economic Development, Appropri- 
ately Accelerate Progress in S & T, Increase Labor Productivity and Improve 
the Economic Structure 


International trade, whatever its social form, has two basic functions, 
namely, transforming use value and increasing value. The former refers to 
the international exchange of commodities--trading goods one has for those 
one lacks and readjusting surplus and shortage so as to promote growth in 
national production and improve living standards. Increasing value refers 
to the savings in social-labor expenditure or increases in profits derived 
through the international exchange of commodities. We must change the 
primary function of foreign trade from readjusting surplus and shortage to a 
positive role--the vigorous exploitation of the international division of 
labor so as to enhance China's economic development. To achieve more bene- 
fits from the international division of labor, we must not overemphasize 
using imports temporarily to satisfy material need but pay more attention to 
the long-term--to improving productivity and quality in the economy. 





3. We Must Stress the Role of Foreign Trade in Reducing Social Labor Expen- 
diture 


In developing foreign trade, we must cut down on social labor expenditure. 

We must expand trade with other couatries in order to make extensive use of 
the benefits of the international division of labor and to reduce expendi- 

ture of live and materialized labor. 


Although China's labor productivity is lower than that of developed coun- 
tries in the West, we can still use foreign trade to reduce social labor 
expenditure. In other words, even though labor productivity for Chinese 
goods is lower than world levels and though we have received little or no 
economic benefit from export trade, we can still obtain a savings on social 
labor expenditure, because the commodities we import are cheaper than simi- 
lar ones produced domestically. Thus foreign trade contributes greatly to 
the improvement of China‘s macroeconomic results. 

According to the basic economic laws of socialism, the goal of social pro- 


duction is to satisfy an entire society's constantly growing material and 


cultural needs. This objective can only be achieved with a sophisticated 
technological foundation that permits steady increases and improvements in 
production. Where is the sophisticated technology for our “four moderniza- 
tions” going to come from? We cana develop some technology ourselves, but the 


open-door policy has provided an indispensable shortcut, and import trade 
has become an important channel through which we can absorb advanced tech- 
nology and equipment. As Comrade Zhao Ziyang has stated, by importing goods 
from abroad, we can make up our shortages with things other countries pos- 
sess in abundance and obtain things China cannot manufacture from countries 
that make such things well. In this fashion, we can develop our economy 
more rapidly. 


III. Current Tasks in Import Work 


1. We Must Improve Our Understanding of Labor Productivity, and Import 
Trade Must Serve Primarily to Introduce Advanced Technology and Equipment so 
as To Promote Technological Transformation of Existing Enterprises and Thus 
To Improve China's La»vor Productivity 


Propelled by the third S + T revolution, the social productive forces of 
capitalism have experienced a tremendous change, which is signified primari- 
ly by an unprecedented rise in social labor productivity. This rise means 
that workers can produce more goods per unit time and that less labor is 
expended per unit output. According to statistics from abroad, developed 
Western nations achieved the following average annual increases in labor 
productivity between the years 1951 and 1977: the United States, 3.5 per- 
cent, Japan, 9 percent, West Germany, 4.7 percent, France, 4.5 percent, 
Italy, 5.8 percent and England, 2.5 percent; the Soviet Union achieved an 
annual increase of 6 percent. Industrial and agricultural growth in these 
countries was due largely to increases in labor productivity. China's 
growth in labor productivity since the 1950s, however, was definitely slower 
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than the rates achieved in these countries. For example, the 60,000 inde- 
pendent state-owned industrial enterprises that have shown the highest 
increases in productivity in China enjoyed an average annual increase of 
approximately 3.8 percent between 1952 and 1978, but this rise was calcu- 
lated based on statistics for gross industrial output value and thus is 
considerably exaggerated. Moreover, these enterprises comprised only 60-70 
percent of China's industry in the mid-1970s, and during that decade indus- 
try accounted for only about 45 percent of China's GNP. Thus even though 
these enterprises’ productivity increase rate was by no means slow, their 
performance was of only limited effect on China's industrial and overall 
productivity. And when one takes into account the fact that most of China's 
nearly 300 million peasants still employ traditional, manual methods of cul- 
tivation, it is apparent that there has been little change in the problem of 
low productivity. 


The technology employed in many industrial sectors remains backward. For 
example, China's steel industry suffers from many serious technical problems 
in terms of product quality and variety, which fact affects the development 
of numerous economic sectors. In industry, equipment replacement is slow, 
outmoded equipment predominates, energy and fuel consumption greatly exceed 
the levels of developed Western countries and industrial productivity is 
low. In analyzing Japan's postwar economic development, the economist Okita 
Saburo has noted that, prior to the war, no one ever discussed the problem 
of labor productivity; stress was placed instead on output per hectare, 
because the universal problem throughout Japan was one of too little land 
and too much labor. Thus the issue was more one of increasing land yields 
than of reducing labor expenditure. Not until industrialization was carried 
out after the war was economy in agriculture or reduction in labor expendi- 
ture emphasized, which development increased the importance of the concept 
of labor productivity. Thus capitalist Japan, a latecomer to the modern 
industrial revolution, adopted the largest “borrowing” program in the histo- 
ry of S & T development in the world. A Japanese economist has estimated 
that technological advances accounted for as much as 60-/U percent of Ja- 
pan's postwar economic growth, whereas capital and labor contributed only 
about 25-30 and 10 percent, respectively. And over 90 percent of Japan's 
postwar technology came from abroad. After the war, Japanese productivity 
rose faster, and thus Japanese industry became more competitive, than that 
of any developed Western nation. 


Therefore, we must improve our understanding of the concept of labor produc- 
tivity and place greater stress on economic results. Happily, much of our 
economic growth in recent years was achieved through an increase in social 
and economic labor productivity. Nevertheless, if China is to maintain a 
high rate of economic growth, she must place greater stress on improving 
social labor productivity through technological economics, which would in- 
clude raising technological levels, readjusting industrial-product mix and 
increasing infrastructural capacity. China's import trade must place great- 
er stress primarily on introducing advanced technology and equipment and 
promoting the technological transformation of existing enterprises so as to 
improve labor productivity. Specifically, import trade should be focused 
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on the modernization and upgrading of key enterprises in China's industrial 
sectors (such as the machine-building, electronics, textile, chemical, phar- 
maceutical and building-materials industries) so as to reduce the technolog- 
ical gap between China and developed Western countries, to improve labor 
productivity in order to produce more and better goods that meet interna- 
tional standards and to enhance the international competitiveness of Chinese 
products. 


2. Import Advanced S & T so as To Promote Chinese Agricultural Development 


Agriculture is the foundation of the national economy, 80 percent of ail 
Chinese live in the countryside, the agricultural labor force numbers nearly 
300 million and agricultural development is of great significance to the 
growth of the entire national economy. However, Chinese agricultural labor 
productivity remains backward in comparison to developed nations of the 
West, to the Soviet Union and to some developing countries. For example, 
between 1960 and 1980 the average number of people supported per agricul- 
tural worker rose from 37.5 to 102.1 in the United States, 6.5 to 17.7 in 
Japan, 4.6 to 12.1 in the Soviet Union, 5.9 to 8.3 in Brazil and 3.2 to 4.1 
in India. But in the 26 years between 1952 and 1978 China's gross agricul- 
tural output value rose at an average annual rate of only 3.2 percent, while 
the agricultural labor force grew by 2.5 percent per year, and thus agricul- 
tural output per worker grew at an average annual rate of only 1.2 percent. 
Consequently, China's import trade must serve to increase agricultural labor 
productivity, and we must adopt appropriate import policies and introduce 
advanced S & T; gradually transform the backward state of Chinese agricul- 
ture, in which most workers still practice traditional, manual methods of 
cultivation; accelerate agricultural development; and thereby strengthen the 
foundation of the Chinese national economy, reverse our long-time need to 
import large quantities of grain, cotton, cooking oil, sugar and other 
agricultural produce, and begin exporting more high-quality agricultural and 
sideline goods. 


3. We Must Implement a Policy of “Import Substitution” for Some Goods 


For a long time to come, China's supply of raw materials will continue to be 
tight, many commodities will still have to be purchased from abroad and raw 
materials will continue to comprise a large proportion of our total imports. 
Nevertheless, in the long run, with increases in domestic production, the 
proportion of raw-material imports relative to total imports should gradu- 
ally decline, and imports of raw materials used in industry and goods used 
in agriculture, such as steel, chemicals, synthetic fibers, chemical ferti- 
lizers, pesticides and the like, must not be allowed to continue at their 
present levels or to increase year after year. We should implement a policy 
of import substitution for some commodities and in a planned way import 
foreign technology and equipment so as to promote growth in domestic produc- 
tion, increase domestic productive capacity and strive to reduce or stop im- 
porting and even to begin exporting. 











4. Import Advanced Technology and Equipment and Support Export Industry 


For many years, we failed to render sufficient support to export industry, 
and thus enterprises producing exports now suffer from serious problems 

of outmoded equipment and backward technology, labor productivity in the 
industry is low, production costs are high, there is insufficient variety in 
product design and color, exports suffer huge losses and the industry is not 
very competitive. To improve our export mix, we must as quickly as possible 
give priority to the selective import of technology and equipment that yield 
quick and large results and that are needed for the technological transfor- 
mation of the machinery, electronics, light and textile industries. 


5. We Should Allow Some Imports To Compete in Our Market on an Equal Basis 
with Similar Chinese Goods so as To Promote Upgrading and Replacement of the 
Latter 


In our analysis of the basic economic laws of capitalism, we have long 
treated competition as part of the decadent capitalist system, viewed compe- 
tition as a backward social phenomenon and thus denied competition. Yet it 
is through competition that human society steadily progresses. And without 
comparison one cannot distinguish the advanced from the laggard, and without 
competition one cannot differentiate the good and the bad. 


In the final analysis, the advancement of human society involves reductions 
in socially necessary labor time in and steady progress and perfection of 
production and circulation. Social recognition of this process is effected 
only through exchange. For a long time, China suffered ideological disrup- 
tion from “leftism,” which used self-reliance as a pretext to shut us off 
from the rest of the world. This made many of our industries like hot-house 
fiowers, which never experience the real world or have to brave wind and 
rain. Thus the socially necessary labor time of our production was not ac~ 
cepted by international society. And because many of our industrial goods 
were uncompetitive in the international market, we had to reduce their 
prices to sell them off, which caused huge losses in exports and created a 
heavy financial burden for the state. To reverse this situation, we must 
abandon blind protection for all industrial enterprises and instead open up 
to the outside world, which policies should involve not only imports of 

S & T and introduction of foreign capital, but also include, at certain 
times and under certain conditions, opening our market to foreign goods and 
allowing these goods co compete domestically on equal terms with similar 
Chinese products, so as to promote the upgrading and replacement and in- 
crease the competitiveness of Chinese products as rapidly as possible. Only 
in this fashion can we fully demonstrate the superiority of China's social- 
ist system. 
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FOREIGN TRADE AND INVESTMENT 


SHANGHAI AS INTERNAL FINANCIAL CENTER DISCUSSED 
Shanghai's Qualifications Questioned 


Shanghai SHIJIE JINGJI WENHUE /WORLD ECONOMY FORUM/ in Chinese No l, 5 Feb 85 
p 50 


/Article by Zhang Ao /1728 5063/: "The Likelihood of Shanghai Becoming an 
International Financial Center Discussed"/ 


/Text/ People in the theoretical and financial circles hoid different views 
on whether Shanghai may become an international financial market. We must, I 
believe, study this question on the basis of objective conditions of the 
international financial market before we can find the correct answer. 


An international financial market cannot be man-made. It is formed in the 
process of economic development. Although it is increasingly apparent that 
Shanghai will become an international financial center according to present 
trends, this event has to be determined by China's position in relation to the 
economic structure of the whole world. However, it is unlikely that the present 
conditions will lead to the appearance of an itnernational financial market 

in Shanghai. 





Reason 1: As part of the economic structure, an international financial market 
consists of many elements. If there are only the required political and economic 
elements but not tke technology element, there cannot be any international 
financial market to speak of. Under existing conditions, there are two major 
technological conditions for the establishment of an international financial 
market: A) Modern international communications equipment. Computerized banking 
is now a necessity for today's international financial market. Electronic 
remittance and transfer of funds can bring together not only the domestic 
financial markets of the Western countries but also all international financial 
markets, to form a solid block. Time for the movement of funds among different 
countries is now counted in terms of house and minutes. If the banks in 
Shanghai wish to set up such a computer network as part of the global financial 
network, such a project cannot be accomplished in a short period. B) Geograph- 
ical location. At present, the 24-hour monetary transactions of the world are 
handled mainly by London, New York, Singapore and Hong Kong. Shanghai's time 
zone is not much different from Singapore and Hong Kong, but the geographic 
locations of Singapore and Hong Kong are superior to that of Shanghai. If we 
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also consider the modern technologies and equipment they are now using, then 
Shanghai can hardly compete with them in the next several decades. 


Reason 2: Even though China's political situation is now perfectly stable, the 
widespread “movements” after the founding of the People’s Republic may be a 
source of worry to the industrialists and bankers abroad, and they have to wait 
and see for some time. In the economic field, despite the very rapid develop- 
ment of our national economy, our actual economic strength and our business 
operation and management are still not up to the standards required for an 
international financial market. A) The volume of our foreign trade in recent 
years consistently amounted to about 1 percent of the total world volume. This 
is far too low in view of our population and economy. 8) For many years, our 
currency could not be freely exchanged for foreign currency. C) As an inter- 
national financial market, Shanghai must have fairly good facilities for 
international economic activiites, such as transportation and insurance. How- 
ever, these facilities are far from adequate in Shanghai. D) Shanghai's banking 
administration, finance and foreign trade services are even more backward. 

The developments in these respects are closely relsted to the present reform 

of the economic structure. 


From what has been mentioned, it is unlikely that Shanghai will become an inter- 
national financial market within the next 20 years. However, since Hong Kong 
will soon return to the motherland, why not make use of this good opportunity? 
The existence of two systems in a country will by no means interfere with our 
participation in the activities of Hong Kong's international financial market. 
As to whether Shanghai can ever become an international financial market, the 
answer will depend on the changes in the economic situation at home and abroad 
in the next 30-50 years. 


Need For Shanghai To Play This Role 


Shanghai SHIJIE JINGJI WNEHUI /WORLD ECONOMY FORUM/ in Chinese No 1, 5 Feb 85 
pp 55-56 


/Article by Wang Guanghua /3769 0342 54 78/: “Our Lessons From the International 
Financial Centers of Developing Countries"/ 


/Text/ Since the 1970's, the emergence and rapid development of international 
financial centers in the developing countries and regions has become a new 
eye-catching phenomenon in international financial development. These financial 
centers have developed most rapidly in two regions, the Latin American region 
including the Bahamas Islands and Panama, and the Southeast Asian region 
including Hong Kong and Singapore. 


The financial centers of developing countries were built on the foundation of 
the European money market and its branches--the Asian U.S. dollar market and 
the Latin American U.S. dollar market. The global expansion of multinational 
corporations and banks and the appearance of large corporations and banks in 
the developing countries have given rise to the supply and demand of inter- 
national capital in these regions. To promote the development of international 
financial centers in their own regions, the governments of developing countries 








have adopted a series of incentive measures with very good effects. These 
measures consist mainly of preferential legislation designed for the convenience 
of foreign financial institutions and for the government to relax its control 
over financial transactions. 


The international financial centers of developing countries are mainly offshore 
financial centers which are different from the traditional international cen- 
ters. Their features are mainly as follows: 1. They handle primarily foreign 
currencies (called offshore or extraterritorial currencies), and the financial 
transactions have no direct relations with the domestic banking systen. 

2. The banks engaged in offshore operations are almost entirely free from 
restrictions, and can even enjoy tax exemption from their own government. 

3. Their clients are basically nonresidents and their business is mainly to 
accept deposits and to handle the investment of nonresidents. Therefore, off- 
shore financial centers are called “financial centers of a purely international 
mature.” The establishment of international financial centers in this form by 
developing countries is consistent with their national conditions, because 
generally their capital is small and their domestic financial markets are 
underdeveloped. The development of offshore international financial markets 

can provide a transitional substitute for the developing countries in promoting 
the development of domestic financial markets. 


se can learn a great deal from the present conditions of the development of 
international financial centers in the developing countries while we are studying 
the question of establishing an international financial center in China. China 
is a socialist country in which commodity production is not quite developed, 

and the domestic financial market is in a desolate state. However, along with 
the progress in the reform of the economic structure, the methods used by the 
enterprises and establishments for fundraising have become incnmeasingly diver- 
sified, the domestic financial market has become more and more brisk, and the 
sources of funds have continued to increase. On the other hand, by opening 

the country to the outside worlc, China will further expand its scope of 
international trade and the supply and demand for international funds will be 
further increased. In the long run, therefore, the establishment of an inter- 
national financial center in China is entirely necessary. Furthermore, according 
to the experiences of the developing countries, it is entirely possible for 
offshore international financial centers to be set up here. 


Shanghai is China's largest industrial and commercial city and treaty port. 

It should become not only the largest trade and financial center of China, but 
also one of the trade and financial centers of Far East and the world. It was 
in the highest rank of financial and trade centers in the Asia-Pacific Region 
in the early 1930's. After liberation, Shanghai was mainly occupied with its 
role as an industrial base and overlooked its role as a finance, trade and 
information center. It should once again be the largest financial center in 
the country and strive to become one of the international financial centers. 
In establishing the international financial center, Shanghai can take the form 
of an offshore financial center, adopt flexible policies, and try to attract 
more foreign banks to open their branches in Shanghai. We may also consider 
allowing them to handle the financial affairs of enterprises based on overseas 
Chinese capital and foreign capital, and joint ventures, import advanced 
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technology, equipment and personnel for Shanghai's financial circle, and 
encourage the multinational corporations to invest in Shanghai. 


At the same time, Shanghai should establish various types of financial institu- 
tions including banks, savings institutions, insurance companies, investment 
companies, trust companies, fund associations, and so forth. It may also 
establish its own stock exchange, while the enterprises and establishments may 
issue stocks and bonds to raise funds. It should also establish its horizontal 
relations with the financial circles of various provinces and cities so that 
funds can flow freely to and from Shanghai. Thus a comprehensive national 
financial market including money and credit markets, stock markets, and security 
markets will gradually take shape. In the course of their competition, the 
financial institutions of various types in Shanghai will accumulate sore 
experience, gain greater strength and, after a certain period, develop into 
multinational financial institutions. As the largest domestic financial market 
in China, Shanghai will certainly be able to consolidate its position as an 
international financial center. 
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POREIGN TRADE AND INVESTMENT 


NATIONAL SOCIETY FOR EUROPEAN ECONOMIC COMMUNITY RESEARCH FORMED 


Shanghai SHIJIE JINGJI WENHUI /woRLp ECONOMY FORUM/ in Chinese lo 1, 5 Feb 85 
p 64 


/News report: “China's European Economic Community Research Society Formally 
Founded in Beijing"/ 


/Text/ During 26-30 November 1984, about 130 persons including scholars, 
specialists and concerned comrades from the scientific research institutes, 
universities and vocational colleges, practical work departments and news 
agencies engaged in Western Europe research assembled in Beijing where they 
held a meeting to mark the founding of China's Western furope Academic Society 
and to conduct academic discussions. The meeting adopted the constitution of 
the society, elected the leaders for different departments of the society, and 
conducted an enthusiastic and serious academic study on the economic and 
political conditions, their trends, and the problems of the social welfare 
system in Western Europe. 


While in session, the meeting was joined ig by comrades from various parts of 
the country engaged in research and teaching on Western Europe integration and 
the European Economoc Community /EEC/. It was unanimously agreed that China 
had in recent years dones a great deal of research work on West Europe, 
especially West European integratian-ead4he.liC,.and made fairly rapid pro- 
gress. However, the resources were dispersed, while cooperation and exchange 
were inadequate. To meet the requirements of the open-door policy and the 
i..ternational developments, China should have a better understanding of the 
EEC and the Western European unity, and step up its research and publicity 
work. There is the need to form a national academic organization to study the 
progress of Western European integration and the EEC to help in coordinating 
the resources, strengthening the investigations and study of the key topics, 
and organizing academic discussion meeting, report meetings, monographic forums 
and symporiurs as an impetus to the research and publicity work in China. This 
organization can also report to the government and the departments concerned 
on the progress of the research work, provide consultations, and at the same 
time develop academic exchanges with foreign countries. These measures will 
help in strengthening and expanding the friendly cooperation between China and 
the member nations of the EEC and better serve our socialist modernization and 
the preservation of world peace. 








After many discussions, the participating comrades heid a meeting to mark the 
founding of China's European Economic Community Research Society. The meeting 
adopted the constitution of the Research Society and elected 17 persons to 

corm the council. Among these persons were old professors who enjoyed high 
prestige and commanded universal respect, middle-age specialists who have been 
engaged in research on the EEC for many years, and those comrades of the 
practical work departments permanently engaged in the related wrk. The first 
council nominated Comrade Huan Xiang /1360 6763/, adviser to the Chinese Acadeny 
of Sciences and former chief of Chinese Mission to the EEC, as honorary presi- 
dent. Professor Yu Kaixiang /0151 7030 4382/ of Fudan University was elected 
general secretary; Comrade Wu Yikang /0124 6318 1660/, director of World Economy 
Research Institute and director of European Economic Community Research Office 
of Pudan University; and Comrade Zhang Yunling /1728 5686 3781/, vice director 
of Comprehensive Research Office of Western Europe Research Institute of Chinese 
Academy of Sciences, were elected deputy general secretaries. Professor Yi 
Menghong /2496 1125 5725/ of Nankai University and Comrade Ding Baohua /0002 
1405 5478/ of the Ministry of Foreign Affairs were elected permanent secretaries. 


The first group of members of the research society are now about 70 in number. 
The participating comrades exchanged their experiences concerning research and 
teaching as well as their current research projects. The council decided to 
commemorate the 10th anniversary of the establishment of formal relations between 
China and the EEC in May 1985 by holding symposia and compiling commemoration 
articles, and so ‘orth. In addition, if conditionr permit, a national or 
international academic discussion meeting may be held in 1985 particularly for 

an indepth study of the mechanisms of EEC policies and trends of development. 

The council also exchanged views on the journals concerning study of the EEC. 
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FOREIGN TRADE AND INVESTMENT 


THEORETICAL PROBLEMS OF OPEN-DOOR POLICY EXAMINED 


Beijing SHIJIE JINGJI WENHUI /WORLD ECONOMY FORUM/ in Chinese No 3, 10 Mar 85 
p 66 


/Article by Qian Junrui /6929 0193 3843/, extracted from "Certain Theoretical 

Questions Concerning the Open-door Strategy" in TIANJIN SOCIAL SICNECE No 6, 

1984 by Ws Yan /0702 6056/: “Certain Theoretical Questions Concerning Open-door % 
Strategy"/ 


/Text/ To do a good job in opening the country to the outside world, we must 
first clarify some theoretical questions concerning this strategy. 


1. Opening our country to the outside world is consistent with the Marxist 
strategic policy and our longstanding basic national policy. Socialist countries 
under the leadership of the proletariat should belong to the wpen type. Since 
the proletariat should be farsighted in facing the world and the future, the 
countries under its leadership should remain open until the state finally 
withers away. 


On the question of opening the country to the outside world, classicial Marxists 
had a series of important theses which formed the theoretical basis of this 
open-door strategy. Lenin emphatically pointed out that socialism could not 
be established without learning from the capitalist strong points. Based on 
Lenin's argument, Stalin held that soviet states and capitalist countries were 
interdependent and could not exist in isolation. Comrade Mao Zedong also 
emphasized the need to lear:. from the strong points of all countries and to 
develop foreign trade on the basis of equality and reciprocity. After its 

3d Plenary Session, the llth Party Central Committee laid down the strategic 
policy of invigorating the economy at home and opening the country to the out- 
side world, and has since regarded it as an immutable basic national policy. 


2. Opening means all-out opening, or opening to the whole world instead of a 
certain part of the world. It is necessary, first, to develop economic and 
trade relations with the develope. capitalist world; second, to develop economic 
trade relations with other socialist countries on a foundation of equality and 
friendship; and third, to open the country to the Third World. 


3. Opening the country to the outside world is related to self-reliance and 
invigorating the economy at home. Self-reliance must not be misconstrued as 
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self-sufficiency or closing the country to international intercourse. It 
should mean reliance on our own efforts and the use ofother people's human, 
material and financial resources to carry out construction. Closing the 
country to international intercourse is a manifestation of the feudalist 
natural economy and utterly irreconcilable with socialism. The purpose of 
opening the country to the outside worid, on the other hand, is to strengthen 
our own self-reliance. Open-door and self-reliance are mutually complementary, 
and the same applies to the relationship between opening the country to the 
outside world and invigorating the economy at home. By opening the country, we 
can bring in foreign funds and advanced technology, learn the methods of 
scientific management, transform old enterprises and build new ones. This 
will be a very big help to the development of our commodity economic and will 
further enhance the success of our open-door policy. 


4. The macroeconomic results of the open-door policy can be combined with its 
mircoeconomic results. Generally, developing countries have these development 
Strategies: import substitution, and export substitution. China has a large 
domestic market and abundant resources, and there is a very good foundation 
for both imports and exports. It should make use of both strategies for 
developing both its national economy and its foreign trade. In our foreign 
trade, we should adopt the policy of letting import and export support each 
other in order to increase the socialist macroeconomic results and to accelerate 
the modernization program. The microecononic results of imports and exports 
rely mainly on the reform in the system of economic and trade relations with 
foreign ccuntries and the improvement of business operation and management. 

In importing advanced technology and utilizing foreign funds, we must rely 

on cctientific methods of business operation and management before there can be 
great economic results. We must unify both the macroeconomic and the micro- 
economic results of our open-door policy. The latter should be subordinated 
to the former while the former must be based on the latter. 


5. Opening the country to the outside world is also related to the development 
of spiritual civilization. While absorbing the strong points of capitalisn, 

we must be careful in guarding against what is negative and corrosive in 
capitalism. 


6. As to the relationship between our foreign policy and our open-door policy, 
we may say that our foreign policy should be based on so-called economic 
diplomacy, and that is why by opening the country economically, the development 
of our economic and trade contacts with other countries will have a decisive 
effect on our diplomatic work. 
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FOREIGN TRADE AND INVESTMENT 


CHINA TO DEVELOP OVERSEAS LEASING OF CHINESE TECHNOLOGY, EQUIPMENT 
Beijing LIAOWANG [OUTLOOK] in Chinese No 12, 25 Mar 85 p 19 


[Article by Wang Kui [3769 5525]: "New and Developing Chinese Leasing 
Undertakings" ] 


[Text] In pace with the development of the cause of China's building of the 
four modernizations, the ways and means of renovating and restructuring the 
existing technology and equipment, of upgrading the levels of production and 
technology at the earliest possible date, have become imperative tasks facing 
the enterprises. In absorbing advanced technology and acquiring advanced 
equipment, some enterprises must purchase, whereas others may adopt a simple 
and convenient as well as economical and substantial pattern=-leasing. 


During a recent visit to the China Eastern Leasing Co, the China Leasing Co, 
and the China Universal Leasing Co, the reporter was an eyewitness of a busy 
scene--"a place thronged with visitors” and "a courtyard crowded as a market 
place"--in this locality. 


The 1984 leasing turnover of the China Eastern Leasing Co and the China 
Leasing Co was $121 million and $110 million, respectively, an increase of 
2-fold and 2.7-fold over 1983. Established in succession in April and July 
1981, the two companies accomplished a total of 726 leasing projects in a 
little over 3 years, with operational scopes covering the light textile 
industry and electronic industry, metallurgical industry, building materials 
industry and chemical industry, which doubled their growth in volume of 
business each year. This reflects an imperative need for technological reform 
of the various trades and industries, and ~« also illustrates the tremendous 
potential of China's leasing business. 


As of this date, the China Universal Leasing Co, established in November 

last year, has already signed 80 leasing contracts with a business trans- 
action volume of $40 million. The China International Leasing Co, established 
not long ago, was scheduled to officially start doing business by the end of 
April. Some other professional leasing companies are also being set up one 
after another. 


The present-dry leasing industry flourished in the United States in the 1950's. 
Early in the 1960's, the leasing industry spread to West Europe, Canada, 
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Australia and Japan. Because of the many unique superiorities of leasing and 
of the supporting measures of the various countries, leasing companies of 

all types have sprung up like toadstools after a spring rain and have played 

a significant role in the world economy after World War II. Today the 
developing countries and the East European countries are also enthusiastically 
developing the leasing industry. 


Leasing possesses such distinctive features as flexible patterns, simple 
procedures, and marked results. By paying only a small amount of funds, one 
can import needed machinery and equipment, the rents of which can be paid 
off subsequently while machinery and equipment are producing goods and 
generating profits. Leasing, which can help in solving difficulties arising 
from not being able to import and use technology and equipment in a timely 
manner because of shortage of funds, has been allegorically described as 
“borrowing a hen to lay eggs, trading eggs for money, repaying to own the 
hen, which is highly welcomed by leaseholders. 


By means of the leasing pattern, the Beijing Plastic Products Plant has 
imported from Japan 19 sets of ground membrane production equipment, which 
yielded more than 3 million yuan in profits 5 months after going into opera- 
tion. It is a leasing period of 4 years, with payment by installment, that 
has solved the plant's difficulties of shortage of funds. The Tai Cang 
Plastic Materials Plant in Jiangsu Province, which originally could only 
manufacture the outer cases of 93-inch television sets, had to switch to 
other product lines as a result of the gradual elimination of 9-inch 
television sets. The plant was then in a very deplorable plight, because 

it had neither funds nor equipment for making a change in its product line. 
Later, by renting from the China Leasing Co a set of Chinese-made plastic 
injection equipment, the plant has now been able to produce not merely the 
outer cases of television sets of various specifications, but automobile 
fittings and toys as well, thereby achieving a tremendous change in production 
and paying off all rents in 1 year. The pattern of leasing has also brought 
new life to some enterprises that had fallen into dire straits because of 
obsolete equipment and shortage of funds. 


While developing its financial and leasing businesses, the China Eastern 
Leasing Co has simultaneously initiated the patterns of leasing and 
compensatory trade, processing of imported materials, and integration of 
joint-venture enterprises with investments, thus greatly enlivening the 
leasing business. The China Leasing Co also runs the business of leasing 
suitable and used equipment, which further reduces the economic burden of 
enterprises. At present, these two companies have already set up more than 
30 agencies in the various localities of the whole country, thereby forming 
a mitionwide leasing network. Internationally, relations of cooperation 
have been established and business ties developed with bankers and financial 
institutions in o'er 10 countries and areas, including Japan, France, Canada, 
the United States and Australia. 


In the economically well-developed countries, leasing of the contemporary 
age has developed from the economic domain to the daily life of men. In 
China, this business is just taking the first step. In the new year, 
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responsible leaders of the China Eastern Leasing Co and the China Leasing 
Co have made known that there will be a continuing expansion of leasing 
networks and servicing domains. Leasing networks will be established not 
only in the coastal cities that have opened their doors to the outside 
world, but in inland areas and border regions as well, in order to make 
contributions to an accelerated technological reform of China's small and 
medium-sized enterprises. Meanwhile, it remains necessary to create 
conditions, to develop leasing business of a servicing nature, such as 
universal machines, engineering vehicles, minicars, containers, electronic 
instruments and equipment, home apparatus, which at all times can be leased, 
used and returned after being used. They have also indicated that besides 
renting technological equipment from foreign countries, the business of 
leasing China's technological equipment to foreign countries will be 
developed too. 


12315 
cso: 4006/611 





JPRS-CEA~85-057 
27 June 1985 


TRANSPORTATION 


ACCELERATION OF HIGHWAY DEVELOPMENT DISCUSSED 
Beijing GONGLU [HIGHWAYS] in Chinese No 1, 25 Jan 85 pp 1-5 


[Excerpt of Speech by Vice Minister Wang Zhanyi [3769 1455 1942] at the 
National Forum on the Issue of Highway Communications Development, 1 Dec 84: 
"Emancipate Thinking, Move Ahead and Speed Up Highway Communications 
Development" ] 


[Text] Comrades: 


This forum is convened at a rather appropriate time. Mot long ago, the party 
Central Committee convened the 3rd Plenum of the 12th CPC Central Committee, 
and passed the "Resolution of the CPC Central Committee on the Reform of the 
Economic System," pointing out the direction for the reform of highway 
communications. Recently, the leading comrades of the central authorities and 
the State Council have again passed many important directives on the issue of 
developing highway communications. They have not only made demands from us, 
but have also pointed out to us the measures for fulfilling our task. The 
communivations sectors of the various provinces, municipalities directly under 
the central authorities, and autonomous regions have, in line with their local 
reality, conscientiously implemented the measures and have already scored 
initial success. The year 1984 is coming to an end. A new year will arrive. 
We request that the comrades of the communications sectors of the various 
provinces, autonomous regions and municipalities directly under the central 
authorities join together to conscientiously study and comprehend the spirit 
of the 3rd Plenum of the 12th CPC Central Committee, review the directives of 
the leading comrades of the central authorities on speeding up highway 
communications development, exchange experiences, and study the measures in 
speeding up highway communications development in order to suit the 
development of the situaticn. This is extremely necessary. 


Our main topic at this forum involves exchanging our experience on the 
situation of implementing the directives of the central authorities on 
speeding up highway construction, studying and extending the experiences of 
Sichuan Province, particularly Meishan County, in transforming highways by 
relying on the locality and the masses, and, in light of the spirit of the 3rd 
Plenum of the 12th CPC Central Committee, studying the measures in further 
speeding up highway communications development. At this forum, we have 
printed and distributed a paper discussing "The Ideas On The Several Issues On 
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Speeding Up Highway Communications Development." We ask that all of us carry 
out study together and conscientiously carry out discussions and revisions, 
and strive to make the ideas more practical, feasible and convenient for 
implementation by the highway communications system. In studying the issue on 
Speeding up highway communications development, we must proceed from our 
country's situation, from our reality and from the overall situation, 
emancipate our thinking, carry out reform boldly, continue to make new 
breakthroughs, and work hard to seek a socialist approach to nighway 
communications development with Chinese characteristics. 


Below, I will present some situations and ideas for comrades to use as 
reference in their discussions. 


Since the 3rd Plenum of the 11th CPC Central Committee, with the 
implementation of the policy o. revitalizing the economy at home and opening 
to the outside world, profound changes have taken place in our country's 
economy. Our national economy has continued to grow. We will be able to 
fulfill the targets of the Sixth 5-Year Plan ahead of schedule. The state 
financial and economic conditions have taken a further turn for the better. 
Throughout the country, a commodity economy has developed rapidly, the market 
has been prosperous, and the people's standard of living has continued to 
improve. A scene of prosperity and liveliness can be seen everywhere. Our 
country's economy has begun to embark on the road of a harmonious and healthy 
development. The development of the excellent situation has made new and 
higher demands on highway communications. However, our current situation 
involving highway communications is far from meeting the needs of the four 
modernizations. There are still over 4,000 villages throughout the country 
which are inaccessible by traffic. Currently, we have some 910,000 km of 
highway, most of which are of low standard and poor quality. Traffic is heavy 
with unsmooth flow in many sections. Such a situation has already seriously 
affected the circulation of commodities and travel by the masses of people. 
The contradiction has become increasingly acute and prominent. In this 
regard, the comrades of the communications sector have experienced very great 
pressure and a very heavy burden of responsibility. What is heartening is 
that the conditions for changing the backward outlook of highway 
communications are becoming increasingly mature, and the situation is becoming 
better and better. This is primarily manifested in the following several 
respects: 


I. The Party Central Committee and the State Council Have Attached Great 
Importancs to Highway Communications Development 


The 12th CPC Congress has regarded communications and transport as a strategic 
focus in the national economic development. In the last few years, many 
leading comrades of the central authorities, including Yacbang and Ziyang, 
have made important directives on many occasions on the issue of developing 
highway communications. The spirit of these directives includes primarily the 
following few points: 


1. Reform the system of management, implement the division of responsibility 
between government and enterprise, simplify administration and transfer power 
downward, and enable the communications sectors at various levels to truly 
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become the organizations which exercise the functions and powers of the state 
or government. For this purpose, we must gradually realize two changes: One 
is to change from primarily emphasizing the enterprises directly under the 
central jurisdiction to orienting toward the entire communications and 
transport cause, make overall arrangement for the development of the 
communications and transport cause from the macroeconomic standpoint, and 
strengthen the management and guidance over the entire communications and 
transport undertaking. The other is to change from directly emphasizing 
enterprise and production affairs to emphasizing administrative management 
properly and bringing into play the role of the government functional 
departments. 


2. Establish the idea of serving the people wholeheartedly. The fundamental 
task of our party after coming into power has been to develop the productive 
forces and to render service to improving the people's livelihood. The 
communications sector must proceed from this basic principle, take into 
consideration our country's characteristics, which include a vast land 
territory, many rivers, a long coastline and a very unbalanced economic 
development. Then, in line with the development of our railroad and aviation 
causes, we should consider in a comprehensive manner the layout and 
construction involving the communications and transport cause throughout the 
country in order to promote the development of our national economy and offer 
convenience to the people's livelihood. 


3. Proceeding from the characteristics of diverse levels, diverse forms and 
diverse channels of our country's communications and transport cause, we 
should relax policies and revitalize transportation. 


4. In launching communications and transport, we must not only think about 
building large airports and building railways, but must also rely on highway 
and waterway transportation. At present, in foreign countries, highways are 
more popular than railways. To build highways, the state, the collective and 
the individual must go ahead together. The state can render some support. The 
local finances can come up with some money. The masses can also put up some 
money. When we have money, and when our peasants’ livelihood improves, we 
must broaden, straighten and flatten our highways. We must also develop 
district and village highways. As long as we strengthen technological 
guidance, contracting the building of highways to the peasants will bring 
about fast and economical results. This is a good method. The peasants have 
potential. To launch construction, we must mobilize the enthusiasm of | 


billion people. 


5. We can set higher road maintenance fees. Shandong's highways are good. Its 
experience is the increase in road maintenance fees. Another point is that 
the road maintenance fees must truly be used on the highways. The localities 
should set the fee criteria. There should be no uniformity throughout the 
country. Things should not be treated without discrimination. There should be 
a@ range and the localities can set their own fees accordingly. 


6. The existing highways have lew standards and are therefore unable to bring 


into play the superiority of vehicular transportation. In the future, we must 
raise the standards for construction. Ve must build more asphalt roads. In 
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the "Seventh 5-Year Plan," we must make a decision to increase the production 
of asphalt on a large sca’e. The building of expressways is a world-wide 
trend. We must certainly take this work step by step. 


7. The communications and transport structure in our country is an important 
problem which has not been properly resolved. Without exception, in the 
advanced countries in the world, the railroad is on the d*cline and the 
expressway is on the rise. Highway transport constitutes a very large 
percentage. This is definitely not « coincidence. In an economically 
prosperous place, the transport distance is short and the transport volume is 
large and concentrated. It is more worthwhile using the expressway. As 
reckoned by specialists, if the daily flow is more than 10,000 vehicles, it is 
worthwhile building expressways. In the past, highways developed slowly. 
Besides the fact that the railroad transportatior cost was low, it was 
primarily because the highway quality was poor and the transportation vehicles 
were small. Containers were not used. In addition, there was improper 
Management. The cost was therefrre very high. In the future, we should 
improve the grade level of the road surface, equio ourselves with high-tonnage 
trucks, and make use of containers. With tnese three factors, highway 
transport will change its outlook and sociceconomic results will also improve 
on a large scale. 


8. We must do a good job of feeding both the highway and the railroad. 
Presently, this involves a transport distance within 100 km. In the future, 
this will gradually develop to within 200 kn. 


These important directives of the leading comrades of the central authorities 
and the State Council have inspired us profoundly and enabled us to profoundly 
realize the importance of shouldering ovr responsibility. We must enhance our 
vigor and adopt a new attitude in doing our work well. 

II. The Party Committees and People's Government at Various Levels Have 
Generally Attached Importance to the Development of the Highway Communications 
Cause 


Recently, the party committees and people's government at various levels have 
conscientiously implemented the directives of the leading comrades of the 
central authorities. In line with the reality of their localities, they have 
formulated some specific policies and have adopted practical, realistic and 
effective measures in developing the highway communications cause. The 
situation is extremely heartening. The Sichuan Provincial Party Committee has 
regarded developing communications as an effort to "upgrade the wealth of the 
people," and have emphasized it as a strategic policy decision in creating in 
an all round manner a new situation of the development of Sichuan's economy. 
They have clearly pointed out that, without promoting communications, 
Sichuan's economy will die. They have put the development of communications 
on the important daily agenda of the provincial party committee, and have 
formulated a series of seasures on the development of communications. For 
instance, the provincial people's government has decided to increase the 
percentage of investment in communications within the budget from 2.6 percent 
now to above 5 percent, which was the pe:centage for the "First 5-Year Plan" 
and "Second 5-Year Plan" periods. Recently, the provincial people's 


98 





government again dispatched a notice, approving the readjustment of the 
criteria for imposing road repairs and maintenance fees and the increase of 
the depreciation rate for the state-run specialized transportation vehicles. 
As of 1985, the rate of road maintenance fees will be raised from 12.5 percent 
to 15 percent, the fees for the non-specialized trucks will be increased from 
96 yuan per ton per month to 115 yuan. The increased portion of the road 
maintenance fee will be used in highway transformation. In addition, the 
provincial people's government has also agreed to let the province take out a 
200 million yuan loan every year through financial subsidy or interest so 
deducted. Most of the loan will be used in developing communications and 
transport. Roughly 50 percent of the surplus energy and communications funds 
raised by the province will be returned to the communications sector to be 
used in communications construction. These measures and policies have 
embraced major significance to speeding up highway communications development. 
At the same time, the whole province has also adopted the method of relying on 
the localities and relying on the masses in whipping up an upsurge in highway 
transformation. Since last winter, the whole province has transformed and 
broadened over 10,000 km of highways. For instance, in order to implement the 
directives of the leading comrades of the central authorities and to promote 
urban and rural economic development, the Chengdu Municipal People's 
Government has, since the fall of this year, mobilized 1.9 million civilian 
workers to broaden and rebuild 159 highways with a total of over 1,800 km in 
just 3 months. The basic width of the highway has been changed from 8-10 
meters previously to 12-18 meters for the state and provincial highways; from 
6.5-7.5 meters previously to 8.5-12 meters for the county highways; and from 
4-6 meters previously to 6.5-8.5 meters for the village highways. Every km 
has required only subsidies between 1,000 to 5,000 yuan. If the municipal 
people's government had not personally organized and mobilized this work, and 
had not emphasized the takeover of land and the work of razing and re’ ocating, 
the communications sector alone would not have been able to do the work. in 
implementing the directives of the leading comrades of the central 
authorities, the Meishan County Party Committee and County People's Government 
have adopted a resolute attitude and quick action with obvious results. Since 
last winter, they have mobilized 130,000 people in three different periods t» 
carry out overall renovation of the highways throughout the county. They have 
basically formed a highway network that links the county, districts and 
villages. They have played a leading role in the highway transformation 
throughout the country. Besides Sichuan Province, in order to resolve the 
backward state of their highways, the leading comrades of the Guangdong 
Provincial Party Committee have personnally reported to the central 
authorities and opened up the cuannels for fund-raising. The governor of 
Yunaan Province has personally presided over a governor's administrative 
meeting to discuss the problem of how to mobilize the enthusiasm of the 
various aspects in vigorously building highways. It has been decided that 
several consecutive years of effort will change the backward outlook of the 
county and village highways throughout the province. In addition, 
transformation and expansion to improve standard and quality will be carried 
out on a few major highways. Most other provinces, autonomous regions and 
municipalities directly under the central jurisdiction have also made specific 
arrangements on speeding up highway construction and developing vehicular 
transport. 
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III. The Highway Communications Sectors of the Various Places Are Launching a 
Reform of the Economic System in a Planned Manner 


Since the beginning of this year, the communications sectors of various places 
have put their major effort on emphasizing reform. Most of the provinces, 
municipalities and autonomous regions have carried out pilot projects on the 
reform. Some have cocvened on-the-spot meetings of the reform. Others have 
put forth ideas and programs on launching reform in an all round manner. Still 
others have dispatched large numbers of work groups to carry out investigation 
and study and to promote the work of the reform of highway communications. In 
respect to the whole country, most of the units have begun to make big strides 
forward in their reform. Some have already scored initial success. The 
communications sectors of the various places have done much wor’: in respect to 
"change" (changing to the orientation toward the entire communications and 
transportation undertaking), "separation" (separating government from 
enterprise and simplifying administration and transferring power downward), 
and "transfer" (transferring enterprises down to the localities and 
transferring power down to the enterprises). Hubei, Jilin, Xinjiang, Liauning 
and Anhui have all put forth specific policies in this respect. Guangdong 
Province has carried out readjustment of the communications and transportation 
organizations. The communications office has put forth six changes: First, 
change from the office in charge of enterprises to the office in charge of 
administration. Second, change from monopoly and exclusive management of 
transportation to simultaneous involvement of the state, the collective and 
the individual, and to the simultaneous involvement of the province and the 
locality in operating a multi-component and multilevel communications cause. 
Third, change from sole reliance on state investment to multi-channel fund- 
raising. Fourth, change from unitary operation to diversified operation with 
one undertaking as the key. Fifth, change the enterprise from a production 
mode to a combined production-business-scientific research mode. Sixth, 
change from exclusive service to the local province to the operational 
principle of actively reaching out with service to the local province as the 
key. In raising funds to build roads and build bridges, Guangdong Province 
has opened up eight channels and has accumulated much experience. Heilongjiang 
Province has abolished four restrictions in highway transport operation. This 
attempt will no doubt play a tremendous role in emanicipating the productive 
forces and pushing forward the development of the communications and transport 
cause. In the highway communications system, preliminary experiences have 
also been scored in respect to actively implementing the economic contract 
system and the bidding system. In respect to highway maintenance, many places 
have also implemented the contract responsibility system with remarkable 
results. For instance, the highway section of Tangyuan County in Heilongjiang 
Province has implemented the contract responsibility system. In just 7 
months, the rate of good roads has scored a record high, and the cost of 
maintenance has been lowered by 8 percent. These experiences have effectively 
promoted the development of the highway traffic cause. 


IV. Emphasizing The Two Civilizations Simultaneously, We Have Fulfilled The 
Various Tasks This Year In A Proper Manner 


Since 1983, the communications sectors of various places have conscientiously 
implemented two No. 1 Documerts of the central authorities, and have relaxed 
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their policies and revitalized transportation. A new situation of 
Simultaneous state, collective and individual transportation operations has 
appeared, which has initially changed the passive state of the stockpiling of 
goods in the past several decades, particularly where rural transportation was 
difficult. In 1983, the highway goods turnover of the whole society and the 
highway passenger turnover of the communications sector have increased by 14.2 
percent and 4.7 percent over 1982 respectively, and economic results have also 
improved. 


The situation of the igplementation of the plan for the first 10 gsonths of 
this year has been very good also. The highway passenger turnover of the 
communications sector has increased by 16.4 percent over the corresponding 
period last year. The diversion between highway and railroad, piecemeal 
transportation and passenger buses with overnight sta, at the rural areas have 
also developed rather rapidly. Currently, the passenger buses with overnight 
stay at the rural areas have reached a total of some 11,200 buses, 80 percent 
increase over the preceding year. Buses run by individual peasants or joint 
households have totaled some 120,000, one and a half times more than the 
corresponding period last year. We can say that highway communications has 
already entered a new stage of development. 


While emphasizing the building of a material civilization, the highway 
communications sectors at various levels have conscientiously emphasized the 
building of a spiritual civilization. On the highway communications front, 
Civilized roads, civilized motortruck teags and civilized teams and groups 
have appeared in large numbers, thereby effectively promoting the development 
of the highway communications cause. 


In short, currently, our country's highway communications development is 
indeed experiencing an excellent situation which is heartening. However, we 
should also be able to realize that our work is far from meeting the needs of 
the current national economic development and from realizing the strategic 
goal put forth by the 12th party Congress on quadrupling the gross value of 
industrial and agricultural output by the end of this century. In particuiar, 
our thinking has still failed to catch up with the development of the 
situation. Thus, I would like to discuss a few points on the problem «i how 
to further raise our understanding and emancipate our thinking in order to 
meet tne needs of the development of the situation. 


I. We must fully understand the important role of doing a good job of highway 
communications to developing commodity production and a commodity economy. 


The leading comrades of the central authorities have proposed that we gust 
read‘ust the transportation structure and accelerate the pace of the 
development of highway and waterway transportation. This is in conformity to 
the objective law of economic development. The development of commodity 
production and a commodity economy has promoted social circulation. In the 
realm of circulation, people have set higher criteria for the transportation 
link in respect tv the demand for time and the extent of convenienve. 
Furthermore, in the various modes of transportation, highway transportation is 
most flexible, swictt and punctual. It should develop gore rapidly in respect 
to other modes. The course traversed by the countries with a developed 
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national economy has already proved this point. The vitality of our country's 
commodity economy in recent years has also proved this law. If we do not have 
sufficient understanding in this respect and fail to catch up in work, then we 
will inhibit our economic development. Why is it that we have failed to 
transport a large voluge of coal from such places as Shanxi and Guizhou, to 
such extent that we sust fix production quota based on transpourtation? Why 
have the masses reported difficulty in buying and selling, and difficulty in 
getting transportation shen they go out? Why has there been shortage in 
railroad transportation and yet the short-distance transportation within 100 
km only constitutes one-fourth of the volume of transport? This is because of 
our inadequate highway communications capability. Thus, we must have a sense 
of urgency in handling the problem of speeding up highway communications 
development. 


II. The departments in charge of communications at various levels must shift. 
the foothold of work on managing the entire undertaking. 


For a considerable length of time in the past, our communicaticns departments 
have directly controlled a number of enterprises. In handling the 
organizational facilities, in equipping the facilities with cadres, in 
considering problems and in formulating policies and regulations, the 
communications departments have mostly proceeded from the munagement of the 
enterprises directly under them. As aresult, over 2 million vehicles and 
their relevant highway transportation work have been neglect*i. This is not 
favorable to the development of the entire highway communications throughout 
the country. Thus, the organizations at various levels and the cadres at 
various levels of our communications administrative and management departments 
must thoroughly overcome their previous state of immersing themselves in 
enterprise affairs all day long. They should take the overall situation into 
consideration, adopt a broad and long-term view, proceed from the economic 
results of the whole society, proceed from the four modernizations as a whole, 
practically and realistically shift our entire work onto the path of letting 
the government cepartment manage the whole undertaking, and give overall 
consideration o7 the problem of the development of highway communica‘ions. 


III. Mobilize the strength of the various aspects and mobilize all positive 
factors to promote the development of the highway communications cause. 


Highway communications is encountering extremely complex tasks. However, in 
the near future, it is still impossible to rely on the increase in state 
investg@ent in large amounts. It is also igpractical to rely solely on tie 
communications sector itself. We must mobilize the strength of the whole 
society and develop communications together. In fact, with the development of 
the national economy and the igprovement in the people's standard of living, 
the various trades and undertakings should be enthusiastic about developing 
highway communications. As long as we establish a correct guiding ideology 
toward business, relax our policy, respect science, respect our skilled 
personnel, and conscientiously do our organizational work well, we will easily 
solve gany problems. For instance, in highway construction, in transforming 
and igproving the county and village highways and the existing highways which 
directly serve the rural areas, we can ig@plement civilian operation with 
public assistance and participation of laborers in a public project. As for 
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the extended highways which serve the harbor's foreign trade import ed 
export, the incoming and outgoing highways which serve the urban areas, and 
the special-use highways which serve the industria. and mining enterprises and 
tourism, we can adopt diverse means to msobilize the various aspects to raise 
funds for construction. We car also raise the road saintenance fees, utilize 
domestic and foreign loans, and economize a large asourit of funds through 
reform and contracting. Recently, the state has again decided to put some 2 
billion yuan's worth of grain, cottor and cloth in buiiding roads and bridges. 
In short, after our thinking has deen emwanicipated, and after the government 
units at various levels have attached importance to this. the path for highway 
communications construction will become broader and oroader. For many years, 
we have entertained the thought of transforming the highways on the Chengdu 
Plains in Sichuan Province. However, we have always felt that it is difficult 
to take over land and raze and relocate, and felt that we had insufficient 
funds. This year, the people have unified their thinking, the leadership has 
attached importance to bringing into full play the enthusiasm of the 
localities and the sasses. After several gonths of hard work, heartening 
results have already been achieved. The Chengdu Plains have many people and 
little land with fertile soil. ‘Ff the people there can soive such long- 
Standing, big and difficult problems as land takeover and razing and 
relocating, then >ther localities should also be able to solve the problemas. 


Comrades, the leading comrades of the central authorities have put great hopes 
on the highway communications cause. The task before us is both arduous and 
glorious. A large volume of work is awaiting for us to handle with a spirit 
of boldn#ss to create new things and boldness to carry out reform. We must 
conscientiously implement the principles and policies of the party, clicsely 
revolve around this general goal of speeding up communications development in 
order to render service to quadrupling our output, rely on the government 
units at various levels, and mobilize the enthusiasm of the various aspect«. 
With a high degree of a sense of responsibility and sense of urgency, double 
our effort in work, resolutely promote highway communications and let it lead 
in the development of the national economy. 


9335 
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TRANSPORTATION 


REFORM OF HIGHWAY MAINTENANCE MANAGEMENT DISCUSSED 
Beijing GONGLU [HIGHWAYS] in Chinese No 1, 25 Jan 85 pp 12-15 


(Article by Zhang Lianhua [1728 6647 5478]: "Speed Up the Reform of the 
Highway Maintenance Management System and Bring Into Full Play the 
Socioeconomic Results of the Highway--Propositions for the Reform of the 
Highway Maintenance Management System") 


[Text] Highway transportation is one of the five modern means of 
transportation. The basis for highway transportation is the highway, and yet 
the hignway is a weak link in highway transportation. Highways are society's 
public service facilities. When a highway is open, vehicles of all sectors 
can go on it. The tractors, horse-carts and pull-carts in the rural areas can 
all go on it. Because our country currently still has mixed communications, 
bicycles, motorcycles and pedestrians can also go on the highway. Thus, 
highways are extremely convenient for the masses of people and beneficial to 
the various aspects of society. Where there are highways, industrial and 
agricultural production as well as commodity circulation are all very 
vigorous. Likewise, social interest causes, commerce, service trades, culture 
and recreation, as well as medicine and public health are all continuously 
emerging and developing. Thus, the leadership of the central authorities aas 
instructed: "We must build some flat, straight and broad economic roads and 
roads which enrich the people." However, the more highways we build, the more 
necessary is strengthening maintenance in order to bring into full play the 
socioeconomic results of the highways. If we emphasize building and neglect 
maintenance, then we will inevitably get half the result with twice the 
effort. 


Here, I will put forth a few personal propositions on speeding up the reform 
of the highway mainteviance management system for use as reference. 


I. There Are too Many Malpractices in the Existing Highway Maintenance 
Management System 


Why must we reform the existing highway maintenance management system? We 
must because there are too many malpractices in the maintenance management 
system which have seriously hindered the development of the maintenance 
productive forces. These are primarily manifested in the following: 
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1. Overlapping organizations, which hinder normal management functions. In a 
district or in a county, two highway maintenance management organizations are 
set up. The various prefectural and municipal highway general sections and 
county highway sections under provincial jurisdiction manage the state 
highways, the provincial highways, some county highways and some important 
economic lines. The prefectural communications bureau (office) and the county 
communications bureau manage most of the county highways and village highways. 
As a result, highway affairs have been arbitrarily separated, causing many 
contradictions. 


2. Too many levels of planning affect efficiency in work. For instance, in 
maintaining its highways, the current fiscal maintenance engineering plan in 
Hunan Province must be transmitted through four different levels. That is, 
the various prefectural and municipal highway general sections must summarize 
the maintenance plans of the various county sections and report these plans to 
the provincial highway management bureau for balancing. Then, the provincial 
highway management bureau must report to the provincial communications office 
for assessment, which must then report to the provincial planning committee 
for examination and approval. After approving the plans, the provincial 
planning committee must reverse the procedure and transmit the decision 
downward level by level before a maintenance plan becomes official. Because 
there are too many levels of planning, and because sometimes there are 
differences in the planned projects, oftentimes, the transmission of the plans 
downward is delayed, affecting work and resulting in losses. 


3. Manpower, material resources and financial resources are wasted as a result 
cof the contention for projects and contention for investment. The province 
and the county contend for investment. The provincial maintenance bureau 
maintains that the primary targets of maintenance should be the state highways 
and the provincial highways, which are the trunk lines of the state with high 
technological standards and large volume of traffic, and which are the core of 
the highways. To guarantee smooth flow, large maintenance funds are 
necessary. This is publicly acknowledged. However, with the absence of a 
unified standard of the extent of the funds for the whole country, the funds 
are decided on the basis of the income--high or low--from the maintenance 
funds. The prefectural and county communications departments must maintain 
many miles of highway. Since the technological level is low, transformation 
is necessary. The presently arranged proportion of funds is too small. In 
recent years, although the maintenance funds have continued to increase, yet 
the amount is limited, and is still unable to meet the needs of road 
‘aintenance. This also is a fact. Nevertheless, the limited road maintenance 
iunds have not been fully used in road maintenance, and the results of the 
funds have not been brought into full play. According to the statistics of 
the mass inspection of the financial affairs of the county and village 
highways in 1983, some 11 million yuan were not used. Some of that money was 
put in the bank as fixed deposits to collect interest, and a portion of that 
money was loaned to concerned units for the purchase of vehicles and the 
building of houses. The projects outside th: plan continued to increase among 
the various provincial road maintenance general sections. In order to 
legalize the projects outside the plan, the leadership of the general sections 
have led the personnel of the scientific office to "submit requests" and 
"report" to the provincial bureau on the necessity of additicnal projects for 
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the plan. The leadership of many prefectures and counties have done the same, 
causing the leadership of the provincial communications office and the 
provincial highway bureau to be busy attending to the above, and the 
leadership of the prefectures, counties and general sections to be busy 
running around without complaining of hardship. This has truly wasted money 
and manpower. 


4. There is disjuncture among collection, management and use of road 
maintenance fees. Responsibility, rights and interests are not organically 
integrated in a proper manner. Mutual complaints result. Many malpractices 
exist in the current collection system. The phenomenon of missed collection 
is rather serious. This collection system is arbitrarily separated, and is 
not in conformity to the demands of the economic laws. As a result, some 
departments want to become involved in the collection of road maintenance 
fees. 


5. In the current maintenance management system, the central authorities are 
separated from the local authorities, coordination is difficult and the 
various superiorities are not brought into play. Relatively speaking, the 
maintenance units directly under the province have a stronger technological 
force. The rank of staff members and workers is stable and is of higher 
Quality. The various management systems are relatively complete, the 
maintenance measures relatively advanced, and the maintenance quality 
relatively good. These are the relative superiorities. However, the 
district, municipal, prefecture and county government organizations can 
integrate administrative intervention with economic measures, and have 
superiority over such matters as razing and relocating and land takeover for 
use, participation of laborers in a public project, implementation of civilian 
operation with public assistance, and fund-raising for road administration and 
management. But because of the separation of central from local authorities, 
we have not been able to organically combine their respective superiorities to 
bring into play even greater superiorities. As a result, we have failed to 
promote the maintenance quality. The highway technological level has remained 
low. We have been unable to basically solve the problem of poor quality. 
Thus, we have not been able to bring into play the socioeconomic results of 
the highways. 


The malpractices are not simply manifested in the adove. But these alone have 
already seriously hindered the development of the highway cause. The 
leadership, the specialists, the scholars and the practical workers all feel 
that the current highway management system does not work. Some say we should 
transfer the power downward, and some say we should not do so. The Hunan 
highways have already transferred the power downward twice and recalled the 
power twice. This tossing about has yielded a profound lesson. The highway 
cause is the one which suffers loss from the tossing about. As opinions vary, 
they all involve the problem of the reform of the highway maintenance systen. 


II. After Reform, The “ighway Maintenance Management System Should Meet 
Certain Requirements 


The current highway maintenance management system has seriously fettered the 
development of highway maintenance production to the extent that reform is 
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absolutely necessary. Many reform programs and ideas have been put forth. 
Comprehensively speaking, Hunan has designed the following three programs: 
First, revise and perfect the current management system, which involves 
unified leadership and management by separate levels. That is, to say, the 
provincial highway department will manage the state highways, ths provincial 
highways or more, with a total of roughly 11,000 km to 18,000 km. The 
prefectural and county communications departments will manage and maintain 
roughly 4,400 km to 38,000 km of county highways and village highways. Second, 
the management and maintenance of all the highways should be transferred down 
to the county government. This will include the transfer of manpower, 
financial resources and material resources. Third, in light of the 
characteristics of the highway, the prefecture and county can only set up one 
highway maintenance organization, which will implement unified leadership and 
carry out specialized maintenance through management by separate levels. These 
three programs all have their reasons and all have the same goal, which is: 
How to enable the maintenance management system conform to the needs of the 
highway maintenance management work. The goal is the same. The programs and 
ideas, however, are quite different. To select the best program and unify 
understanding, it is extremely necessary to make sure that, after discussion 
and reform, the highway maintenance management system should meet certain 
requirements. I feel that it should at least meet the following several 
requirements: 


1. We must overcome the malpractice of overlapping organizations and improve 
efficiency in work. The malpractice of having two sets of organizations is 
obvious. We must first of all reform this. 


2. We must take into consideration the characteristics of the highway cause as 
well as favorably bring into play the enthusiasm of the central authorities, 
the local authorities and the rural masses in considering the needs of the 
future national economic development. Highways exist in certain prefectures, 
certain counties and certain villages. They are immovable. But they also 
cannot be confined to certain prefectures, counties and villages by walls. 
They must link up the various provinces, link up the whole country, reach the 
world and serve society. In terms of construction, they must take the lead, 
and must meet the needs of the deveiopment uf the entire national economy. In 
a planned economy, the various economic components must develop synchronously, 
each in its proper place. We can classify the economic components both 
according to the system of ownership and according to economic functions. That 
is, we can classify them as the noncompetitive enterprise and professional 
units which have little connection with the market, such as highway, water 
supply and power supply; or as the competitive enterprises which provide the 
infrastructure, labor results and business results for the development of 
production and technology and which are determined by the market situation. 
Although the highway is a noncompetitive professional unit, yet it does not 
exclude the enthusiasm of the localities and the rural masses and of the 
utilization of foreign capitai in building bridges and highways. On the 
contrary, it welcomes and supports this kind of enthusiasm. In spite of this, 
in the reform of the system, we should not treat the highway as a competitive 
enterprise. Thus, simply transferring the power downward does not mean having 
carried out reform, having conformed to the wishes of the people and having 
followed the popular trend. Also, we cannot recall the power in a sweeping 
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manner or maintain the status quo with slight revisions. We must carry out 
specific analysis. We must be able to realize that the essence of the reform 
is to manage the economy by economic means. We must be able to realize the 
superiority of an economic entity that goes beyond the boundary of 
undertakings and regions. We will not attain communism by small-scale 
undertakings. The development of individual and collective undertakings is 
necessary for revitalizing the economy. However, the result is inevitably a 
development from a small scale to a large scale, promoting the takeoff of the 
country's key construction projects and large-scale and medium-sized 
enterprises, thereby accelerating the pace of the four modernizations. Thus, 
in considering the reform of the economic system, we must adopt the viewpoint 
of systems engineering. We must do so particularly in regard to the highway 
maintenance management systen. 


3. We must conform to the demands of the economic laws, and conform to the 
principle of the integration of responsibility, rights and interest and to the 
three-in-one combination of collection, management and use of road maintenance 
fees. At present, "we have difficulty in coming up with highway construction 
funds. The various localities are compelled to make use of road maintenance 
fees. Last year, over 4 billion yuan of road maintenance fees were collected 
throughout the country, with some 4,000 yuan per km. (The wages for road 
maintenance workers totaled 1,000 yuan per km per year. The remaining 3,000 
yuan was sufficient only for purchasing 7 tons of asphalt at negotiated 
price.) This way, we not only have been unable to maintain our present road 
surface properly, but have built new roads with low criteria due to 
insufficient funds. A vicious cycle in highway construction has been formed, 
which has further increased the burden of the railroad and affected the 
distribution of goods at the harbors." The above viewpoints of the 
specialists are extremely penetrating. If we still are unable to put limited 
road maintenance funds for special use and cannot enable the road maintenance 
departments to combine responsibility, rights and interest, then our highway 
cause will have difficulty meeting the needs of the "four modernizations." 


4. We must reduce administrative intervention and enable the highway 
maintenance departments to become truly professional units. For a variety of 
reasons, we have imposed excessive administrative intervention on highway 
maintenance. In addition, we have had a shortage of funds. As a result, many 
highways have served "extended active duty." The highways are built from 
paving stones. Silently, they serve the people. We should redouble our care 
and maintenance. However, the status is, we want them to render more service 
while we offer little care and maintenance. The problem of road 
administration is rather prominent. We should be able to soberly realize that 
the Hunan highways arw serving in an imperfect state latent with serious 
crisis. If we do not adopt decisive measures, there is danger of a total 
collapse, which will set back the four modernizations. We must prevent this 
mistake. If we fail to give sufficient consideration of our system and fail 
to adopt decisive measures, then we will have difficulty scoring success. 


5. We must meet the demand of organizing the reform of the economic system 
with the city as the backing, and provide the factor of revitalizing the 
economy with highway transportation for the development of the urban economy. 
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I feel that, a relatively complete highway maintenance management system will 
require the above factors. 


III. Proposals For The Reform Of The Highway Maintenance Management System 


In light of the demands of the above-mentioned highway management system after 
the reform, we have boldly conceptualized a highway maintenance management 
system with the following major points: 


1. Organizational setup should be in accordance with the regulations of the No 
105 Document. of the State Council (1983) stating that "the highway departments 
at various levels are the functional units of the government at various levels 
in charge of highway management. They must conscientiously exercise their 
functions and powers." The highway management organizations should consist of 
the three levels of the provincial highway management bureau, thz district 
(municipal, prefecture) highway subbureau, and the county highway bi -au. 
They all have the nature or a professional unit. The provincial highway 
management bureaus are responsible for the unified planning, construction and 
management of the highway cause. They make overall arrangement on the 
proportion of use of the road maintenance funds, and make arrangement for 
highway technological transformation and improvement. They are beneficial to 
coordinating with the plan for the development of the entire national economy 
and to the development of other means of transportation as well as the 
comprehensive transportation capability. They are the general accounting 
units. The district (municipal, prefecture) highway subbureaus are 
organizations dispatched by the provincial highway management bureau to be in 
charge of prefectural, municipal and district highway maintenance and 
management, as well as functional organizations of the various district, 
prefecture and municipal government in managing the highways. They are 
responsible for the overall maintenance and management of the highways within 
their realm, the organization of highway technological transformation and 
improvement of plans, the management of manpower, financial resources and 
material resources as well as of the organizational relationships. They are 
independent accounting units. The county (municipal) highway bureaus are 
both functional organizations of the county government in managing highways 
which answer to the county government and organizations dispatched by the 
highway subbureau in maintaining and managing the highways within the realm of 
the county and which are therefore directly under the leadership of the 
highway subbureau. They are internal accounting units. 


2. Under the principle of the separation of government and enterprise, we can 
consider a system with unified planning, centralized leadership, construction 
at various levels, maintenance management at various levels, and full-time and 
part-time contracting of maintenance responsibilities. That is, the state and 
province will implement unified planning on highway construction. Centralized 
leadership primarily refers to the implementation of centralized leadership in 
the principle, policy, law and system of highway management to the benefit of 
harmony and unanimity of the highway system throughout the country. 
Construction at various levels refers to the following: Under the prerequisite 
of participation of laborers in a public project and civilian operation with 
public assistance, the state and provincial highways will primarily be built 
with state investment. The county and village highways will primarily be 
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built with local investment, labor put in by the masses and fund raising with 
appropriate subsidy by the state. Maintenance management at various levels 
refers to the following: The criteria for maintenance quality are stipulated 
separately for the state, provincial, county and village highways. Maintenance 
funds are arranged accordingly and assessment, inspection, evaluation and 
comparison are carried out at separate levels. Full-time and part-time 
contracting of maintenance responsibilities refers to specific methods of 
maintenance. The state and provincial highways as well as the key economic 
lines wiil be maintained by specialized teams, implementing an enterprise 
economic responsibility system in maintenance. The county highways are 
maintained all year round by full-time and part-time road maintenance teams, 
with full-time maintenance as the key. The county highways are maintained 
seasonally through full-time management and part-time maintenance. The 
government at various levels will be responsible for the maintenance quality. 


3. The provincial highway management bureau will make plans for highway 
maintenance, key construction projects, technological transformation and the 
improvement of new or revised construction projects, and report them to the 
provincial communications office and provincia] planning committee for 
approval. It will also organize local and specialized teams to carry out 
construction. Construction can be carried out in the form of contracts. The 
contracting teams can make use of the form of bids. They must guarantee 
quality and rate of progress, and must pay attention to the economic results 
of the construction. The fiscal maintenance plan is compiled by the highway 
subbureau in accordance with the overall demand of the provincial highway 
management bureau and is transmitted downward upon approval by the prefectural 
or municipal planning committee as well as reported to the provincial highway 
management bureau for future reference. In accordance with the maintenance 
plan transmitted downward by the prefectural or municipal planning committee, 
the provincial highway management bureau will carry out inspection and 
acceptance after examination, and organize summarization and evaluation 
accordingly. Without going through many levels, we will improve efficiency. 


4, We must persevere in centralized receipt and payment of road maintenance 
fees. The fees must be used for road maintenance and not in other matters. 
The highway maintenance fees will be collected by the highway departments. 
Collection offices at various levels will be set up which will be responsible 
for all matters related to the collection of road maintenance fees. The 
government at various levels must strengthen leadership and render full 
support. The collection personnel must be strict in the discharge of their 
duties. The public security and supervisory departments must act in close 
coordination to further perfect the methods of collection and set up special 
households for road maintenance fee collection. The collection plan will be 
transmitted downward in a unified manner by the provincial highway management 
bureau. The collected fees must be handed in full over to the provincial 
bureau according to the collection regulations. Letting the fees lay idle, 
holding up the fees and misappropriating the fees are not permitted. In light 
of the technological conditions of the highways, the number of vehicles in 
possession and the concerned regulations, the provincial highway bureau will 
determine the proportion of the road maintenance fee for the various highway 
subbureaus. Then, according to this proportion, it will appropriate the fees 
on schedule and in full amount to the highway subbureaus. According to the 


110 





fixed proportion, the various subbureaus will arrange their plans for use. 
This proportion can be fixed for several years in order to mobilize the 
enthusiasm of the various levels in collecting road maintenance fees. 


5. Set up highway public security police stations, which will be in charge of 
managing highway administration, implementing highway laws and regulations, 
and thoroughly resolving the adverse phenomena involving the random seizing of 
highway properties and rights, nibbling of the highways and violation of the 
personal rights of the staff members and workers. The highway public security 
police stations are under the leadership of the provincial and prefectural 
highway bureaus administratively and organizationally, and are under the 
leadership of the provincial and prefectural public security department in 
work. Criminal cases will be turned over to the provincial, prefectural and 
county procuratorial organ or court for prosecution and trial. To avoid 
overlapping, the highway system will not set up its own court or procuratorial 


organ. 
IV. The Superiorities Of This System 


I feel that there are the following superiorities. First, it can bring into 
play the enthusiasm of both the central and local authorities. Second, it has 
simplified the organization and reduced the levels, thereby improving 
efficiency in work. Third, it has clarified responsibility and reduced the 
frequency of disputes over trifles. Fourth, it has changed the system of 
maintenance planning, which is able to bring into play the superiority of the 
local government. Fifth, it has guaranteed the key construction projects. At 
the same time, it has strengthened overall maintenance and solved the 
contradiction between improvement and maintenance. Sixth, it has realized the 
combination of responsibility, rights and interest, which can bring into full 
play the spirit of the road maintenance staff members and workers of being 
their own masters. Seventh, it has strengthened road administrative 
management, which can better implement the highway laws and regulations. 
Eighth, it has embodied the characteristics of highway maintenance, which is 
beneficial to the development of the highway cause. These superiorities are 
evident and it is unnecessary to go into details. 
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RAPID DEVELOPMENT OF HIGHWAY TRANSPCRTATION DISCUSSED 
Beijing GONGLU [HIGHWAYS] in Chinese No 2, 25 Feb 85 pp 1-2 


[Article by Zhang Huabo [1728 0553 3134] of the Highways Bureau of The 
Ministry of Communications: "Highway Traffic Must Be Developed Speedily"] 


[Text] At the end of 1984, the Ministry of Communications called a national 
symposium on development of highway traffic at Meishan County, Sichuan 
Province, at which nearly 200 people, including departments and bureaus in 
charge of highway communication from various provinces, municipalities and 
autonomous regions and other personnel concerned, gathered together to 
jointly discuss the grand plan of developing China's highway communication. 
This meeting further conveyed and studied the instructions of leading comrades 
at the central level about speedily developing highway communication, 
exchanged experience and discussed and put forth initial views on certain 
questions about speedily developing highway communication. It was an 
important meeting for developing highway communication at a faster pace. 


Highway communication has been developing vigorously since the 3d Plenum 

of the llth CPC Central Committee. In 4 years, the highway mileage in the 
country has increased 39,000 km, oiled roads [you lu 311ll 6424] increased 
37,000 km, several main highways of bigger scale and higher standard were 
built or renovated and several independent big bridges completed. The 
relaxing and enlivening of highway transport has brought about a situation 

in which the state-run, collective and individual entities pitched in, 
thereby initially changing the passive situation of letting goods lie idle 

as in the past several decades, particularly the situation of poor 
transportation facilities in rural areas. It can be said that people have 
attached greater importance to the position and role of highway communication 
in the national economy. However, compared with the needs of developing the 
commodity economy at present and the quadrupling of the nation's total 
industrial and agricultural output value by the end of this century step by 
step, a strategic target put forth by the 12th CPC Congress, there is still a 
big gap and it remains a prominent weak link. Owing to the meager number of 
highways, lower standard, poor road surface and inferior performance of motor 
vehicles, the contradictions of having trouble buying and selling, traveling 
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and getting a ride became very prominent. If this situation is not quickly 
reversed, it is bound to impede the development of the national economy. 
Accelerating the development of highway communication, therefore, has become 
a task of great urgency at present. 


In recent years, leading comrades of the CPC Central Committee and the State 
Council have given numerous important instructions on accelerating the 
development of highway communication. Leading comrades at the central level 
pointed out that speeding up highway construction is of vital significance 

in reversing the strained situation in transport and speeding up the four 
modernization drive. It is necessary to change the transportation structure, 
raise the proportion of highway transportation, build more highways which are 
wider, smooth and straight, develop expressways and make highway communication 
development a policy of making the people rich. Recently leading members of 
the State Council asked us to change the tendency of only paying attention 

to the mileage opening to traffic and neglecting the quality of road surface 
in highway construction over a long period of time. Steps should be taken 

to draw up strict grade standards stipulating the lowest standard in highway 
construction and disallowing the opening to traffic of a highway that fails 
to meet the set standards. All this, while profoundly inspiring the broad 
masses of workers and staff members engaged in highway communication, has 
also made them feel the important responsibility on their shoulders. 


Highway communication has now entered a new period of development. First, 
with the overall development of the economic structural reform and commodity 
production and the commodity economy in our country, people have put forth 
higher standards in the transportation link in the sphere of circulation 
with respect to the time saved and the degree of convenience that urgently 
needs expeditious and speedy forms of transportation. Among the various 
forms of transportation, highway transport is the most flexible and elastic, 
quick and convenient means which can be used to pick up and deliver goods 
door to door. Highway communication must take a bigger stride forward in 
order to cope with the demands of this situation. Second, the automobile 
industry must be developed significantly. With the development of the 
automobile industry, higher demands will inevitably be imposed on highway 
transportation and highway construction; great highway development will bring 
about great development in motor vehicles and great development in motor 
vehicles will in turn promote greater highway development. Third, it is 
imperative to change the transportation structure and establish a comprehen- 
sive transportation network. 


In comprehensively developing various forms of transportation, highway 
communication occupies a decisive position because it can extend to the vast 
rural areas and factories and mines, especially to the remote border provinces 
and mountainous regions where railroad building is difficult. In performing 
urgent tasks, such as preparedness against war, rescue and combat against 
natural disasters, highway communication has its unique advantage, thus it 
must be further developed in the comprehensive transportation network so 

as to give play to its unique advantage. Fourth, as the consumption level 

of the urban and rural rises, and more people want to travel daily in more 
comfortable vehicles and on neat and smooth roads, highway communication 
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are essential; this is an ineveitable law of objective development. 


To develop highway communication faster, many problems need to be solved, 
and as far as highway construction is concerned, the primery problem is the 
deficiency in funding. How i8 this to be solved? In light of the actual 
conditions in our country, it is unrealistic to solve it by completely 
relying on state investment. Efforts should be made to mobilize initiative 
in all quarters, open up various channels and raise funds, this is an impor- 
tant way of speedily developing highways in our country. Surplus labor 
forces in the rural areas should be fully utilized to take part in the 
construction of infrastructures of highways at all levels. The practice 

of using civilian workers in construction and letting things be run by the 
local people and subsidized by the state should be continued so that more 
highways can be built by spending less money. With respect to county-village 
highways in poverty-stricken areas, they may be built by using the materials 
being kept in stock by the state and by providing work as a form of relief. 


Industrial and mining enterprises, villages and towns and individuals in the 
countryside should be encouraged to raise funds for the construction of 
highways and bridges andthe principle of whoever builds will be benefited 
should be applied. In localities where conditions are ready, the advantage 
of local resources should be exploited and highways and bridges may be built 
together with other prefectures in the form of compensatory trade. Low- 
interest domestic and foreign loans or joint ventures should be actively 
utilized in highway construction. Road-toll standards may be adequately 
raised based on prevailing conditions in various localities and the portion 
raised can be used for building and renovating highways. Loans should be 
used for building expressways and very large bridges and long tunnels to be 
repaid by collecting a toll on highways and bridges. Based on the experience 
of the economically developed countries in the world, the levying of a vehicle 
sales tax may also be used as a means of raising funds for highway construc- 
tion. While opening up various channels for fund raising, the state should 
also make available a certain sum to be invested in the construction of main 
highways whenever financially possible. The fundamental way of speeding up 
highway construction is to make a good job of reforming the economic 
structure. Highway survey and designing should be developed toward 
enterprise managmwent and socialization, the system of contract responsibility 
after competitive bidding should be implemented in highway construction; 
units in charge of highway maintenance and highway transportation should 
vigorously implement the economic contract responsibility system in various 
forms and break down the practice of eating from the same big pot and 
egalitarianism in economic distribution within the highway communication 
enterprises and business units. Administration should be simplified for and 
power delegated to highway communication enterprises so as to reinvigorate 
them. Communication departments at all levels should separate government 
responsibility from enterprise responsibility so as to gradually shift from 
chiefly overseeing directly subordinate enterprises to gearing toward 

the needs of the entire communication and transport trade, and shift from 
developing the communication enterprises with overall planning and in a 
macrocosmic way in order to strengthen management and guidance over the 
entire communication and transport enterprises and from directly overseeing 
the enterprises and production details to putting a firm grip on 
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administration and management so that they can truly become organs that 
can exercise the government functions. 


The highway communication departments have an extremely favorable opportunity 
for developiag highway communication at a faster pace at present; efforts 
should be redoubled to take advantage of this opportune moment to usher in a 
new situation in highway communication. 
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WAYS TO ACCELERATE HIGHWAY CONSTRUCTION DISCUSSED 
Beijing GONGLU [HIGHWAYS] in Chinese No 2, 25 Feb 85 pp 6-7 


[Article by Highway Administrative Bureau, Guangdong Province: “Accelerate 
Highway Construction By Raising Funds Through Multiple Channels") 


[Text] The core question in speeding up highway construction is that of 
funding. We have learned the following from fundraising through multiple 
channels for highway and bridge construction in recent years: 


I. Multichannel Fundraising Must Be Based on the Needs of Economic 
Development so That the Funds Are Used for the Construction of Highway 
Communication Facilities That Must Be Urgently Solved, Efforts Should Be 
Made To Give Play to the Expected Economic Results in the use of Funds 
and Direct Attention to Handling the Following Two Relationships so as To 
Bring into Play the Economic Results of Highway and Bridge Construction 
With Funds Raised. 


One is to properly handle the relationship between the renovation of key 

and large highway communication facilities and the construction of scattered 
and small highway networks and outlets to ensure that the renovation projects 
emphasize the main lines and also to promote the construction of other lines 
and local highways so that they can be built into a highway network extend- 
ing in all directions. 


The 10 maim lines in our province with Guangzhou City as the center are the 
main highways linking up with various cities (prefectures) and towns, they 
are also the large key highway construction and renovation projects in our 
province. 


The construction of the Shenzhen and Zhuhai SEZ‘s has increased the traffic 
volume on the Guangzhou-Shenzhen and Guangzhou-Zhuhai highways, especially 
the Guangzhou-Zhuhai highway which has four ferry crossings one after another 
along the 25-km section where motor vehicles have to line up to be ferried. 
At times they have to wait for over 1 to 2 hours at one ferry and are unable 
to make the round trip on the more than 130-km stretch in 1 day. The 
provincial government passed a decision to invest HK$ 150 million from 
imported foreign loans and road tolls for renovating the Guangzhou-Shenzhen 
and Guangzhou-Zhuhai highways. By the end of 1984, six bridges along these 
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two highways wil: be completed and opened to traffic. The renovation of the 
Guangzhou-Skenozhen highway up to the Grade Two highway standard has been 
completed ahd the second-phase renovation project for the Guangzhou-Zhuhai 
highway will soon begin. The renovated Guangzhou-Shenzhen and Guangzhou- 
Zhuhai highways will greatly shorten the driving hours and raise the 
turnover of goods transport by a wide margin to achieve notable economic 
results. The renovation and construction of these twc highways and bridges 
have helped develop communication in counties and cities along the lines and 
the enthusiasm of various county, city, district and village governments and 
local highway departments in raising funds for bridge and highway construc- 
tion has reached an unprecedented high. In Dongguan County along the 
Guangzhou-Shenzhen highway alone, more than 30 million yuan have been raised 
in recent years and over 300 km of highway have been paved with cement; with 
self-financed capital of more than 15 million yuan, bridges, totaling more 
than 1,300 M in length, have been built. Some of the counties in our 
province where conditions are ready are now further promoting Dongguan 
County's experience to pave road surfaces with cement by raising funds 
through multiple channels. 


Two is to properly handle the relationship between the needs of highway 
facilities and financial possibilitities and to make long-term planning and 
arrangements for implementation step by step. 


Economic development in a prefecture, county and city imposes urgent demands 
on highways and many projects have to be launched, however, if all the 
projects are rushed headlong into mass action, it will result in attending 
to one thing and losing sight of another, decentralizing the use of funds, 
extending the construction line and delaying the completion of the projects, 
thereby greatly affecting the economic results. Various localities in our 
province have paid attention to the actual prevailing conditions in respec- 
tive prefectures and counties, worked in line with local funancial resources, 
implemented overall planning stage by stage, acted according to their own 
capabilities, made arrangements step by step and concentrated their efforts 
persistently by first taking care of the main lines and then the district and 
village roads and by carrying out renovation first and constructing new ones 
later, and they have achieved good results in these measures. 


Il. Government Departments at All Levels Should Be Relied on To Do a Good 
Job in Starting and Organizing Fundraising To Ensure That All Avenues to 
Financial Resources Are Exploited and the Interests and Initiative of the 
Fundraisers Are Protected. 


Raising funds for the construction of bridges ond highways is closely relate«c 
to local economic development, production and the iivelihood interests of 

the masses, the process of fundraising is also a process of mobilizing and 
organizing the masses to participate in public welfare. Local party and 
government departments are the leaders and organizers of economic work, 

they are also the centralized representatives of the mass interests. Only 
by relying on party and government departments at all levels to do well in 
initiating and organizing fundraising can good economic results be achieved. 
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The Huazhou County Government has since 1980 aroused the enthusiasm of 

party and government organs at all levels and the broad masses in carrying 
out highway communication capital construction by adopting the measures of 
letting the projects be run by the local people and subsidized by the state, 
tapping potentials in all quarters and raising funds. They mobilized district 
and village enterprises, farms, forest farms and grazing land and other 
benefited units and the people to jointly raise funds and built more than 
500 km of highways and 342 big and small bridges and culverts, totaling more 
than 5,700 M in length, and raising the number of villages with transport 
services from 50 percent to 85 percent. In the meantime, they have also 
done a good job in organizing projects for construction and in overseeing 
designing, construction and checking before acceptance so as to ensure the 
quality of the projects, give play to the funds raised in improving economic 
results and safeguard the mass enthusiasm in fundraising. 


As to some economically underdeveloped localities, the provincial highway 
communication departments have adequately extended subsidies to get the 
local highway projects underway and achieved results. 


III. Operating Toll-Collecting Bridges and Highways Is a Good Way of 
Implementing the Principle of Giving Benefits to Whoever Runs Them. 


In recent years, in aceordance with the policy put forth by the central 
authorities, the measure of giving benefits to whoever invested and ran 
the projects in highway communication construction, our province has run a 
number of toll-collecting bridges on a trial basis and acheived initial 
results. 


The four big bridges on the Guangzhou-Zhuhai highway built with foreigncapital 
loans imported by the provincial highway“departments are collecting tolls, 
after their completion and opening to traffic, from bridge-crossing vehicles 
as a means of repaying the foreigncapital loans. The results of collecting 
toll on a trial basis after these four big bridges are completed and opened 
to traffic showed that running toll-collecting bridges has the following 
advantages: 1) the investors have fuli confidence in our ability to repay 
the loans; 2) collecting toll from users of bridges is in line with the 
principle of doing things according to economic law as the completion of these 
bridges benefits the whole society. According to an initial estimate, a 
user of the bridges who pays 1 yuan in bridge toll each time can receive 
economic benefits equal to 9 yuan, and he is willing to pay the price; 

3) after the principal and interest are paid up, toll collection can still 
be continued, thereby providing a new source for raising funds for highway 
construction projects in the future. 


Dongguan County of our province has followed the example in collecting bridge 
toll on bridges built with larger sums invested and with funds raised by 
districts and towns themselves. At present, more bridge construction projects 
with funds raised through bridge toll collection are developing in our 
province, we are planning to apply this method to highway construction by 
running special toll highways so as to speed up highway construction and 
renovation. 
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IV. Raising Funds for Bridge and Highway Construction Will Bring Forth A 
Source of Revenue Once the Projects Are Opened to Traffic. 


Highway construction and renovation promote the work of opening up to the 
outside world. The renovation of SEZ highways and completion of bridges 
have promoted economic contacts between the SEZ's and the hinterland, in 
Dongguan County alone, its "three comes and one subsidy" [san lai yi bu 0006 
0171 0001 5943] business by the end of last year signed over 2,000 contracts 
with traveling traders and imported more than 56,000 sets of equipment. The 
people of this county have found a pattern: the traveling traders who come 
to invest in factories have always picked both sides of the highways, 
particularly along the main highways, therefore, they said: "To become rich, 
build highways first." 


Highway construction has promoted the development of industrial and agri- 
cultural production. Since Huazhou County achieved results in operating 
highways with funds raised through multiple channels, the enthusiasm of the 
broad masses in developing commodity production has also risen. In 1983, 
the round pepper acreage of Changqi District of this county increased from 
the original more than 1,300 mu to over 4,500 mu, bishop-wort [huoxiang 

7202 7449] output increased twofold, average percapita cash income from 
industrial crops came to 244 yuan, up by more than fivefold. In Jiexi 
County, after building the stonearch bridge and completing the countywide 
highway communication network, the total industrial output value in the 
county in 1983 rose eightfold as compared with 1965, the total agricultural 
output value was doubled, the average percapita income of peasants increased 
from over 50 yuan ot over 250 yuan, the changes were particularly more notable 
in the remote mountainous districts. The people said: "A highway is a road 
to riches for our people in the mountainous district." 
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1984 INSPECTION OF CHINA'S HIGHWAYS 
Beijing GONGLU [HIGHWAYS] in Chinese No 2, 25 Feb 35 pp 9-10 
[Article: “Inspection of Highways Across the Country in 1984"] 


[Text] The Highways Bureau of the Ministry of Communications in October 
1984 organized pertinent personnel of communication departments (bureaus) 
of 16 provinces, municipalities and autonomous regions into four inspection 
teams to check on highways in Heilongjiang, Xinjiang, Yunnan and Guangxi 
provinces and autonomous regions respectively. The findings as reported by 
the inspection teams are as follows: 


I. The Basic State of Road Maintenance Over 3 Years 


1. Consolidation at the grassroots level has achieved results. Consolida- 
tion work at the grassroots level began in 1982. Under the unified planning 
of communication departments (bureaus) of various provinces, autonomous 
regions and directly subordinate municipalities in reference to the 

demands of the central authorities with respect to enterprise consolidation, 
highway maintenance and management departments at all levels were 
consolidated. In units that went through the consolidation process, both 
the educational level and age structure in the leading bodies has improved 
to a certain degree, for example, in the 26 county and regiment-level units 
under the Yunnan provincial highway bureau, the average age has dropped from 
48.7 to 40.8 and the educational level above intermediate special institutes 
and senior middle school has risen from 14 to 42 percent. Considerable 
numbers of middle-aged and young technical cadres with both ability and 
political integrity have assumed leading positions at all levels thereby 
improving the quality of the leading bodies; the new leading bodies dared 

to tackle and manage things and regularly went down to teams and groups 

to conduct investigation and study, thus greatly changing the workstyle of 
the leadership. Various rules and regulations have also been set up and 
perfected to strengthen the channel of command in production. 


2. Road conditions have improved steadily. This inspection covered over 
10,000 km of the main and branch lines of highways and border defense 
highways in four provinces and autonomous regions. The road conditions 
along the highways inspected were mostly good and compared with the same 
period of the preceding year, the percent of good roads rose 8.7 percent 
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in Guangxi Autonomous Region, 4.6 percent in Heilongjiang and 3.6 percent 

in Yunnan Province. The various inspection teams also recheck the per- 
centage of good roads in certain sections and found they basically compatible 
with the standards set by the ministry. 


3. Dual construction activities have been launched extensively. The scope 
of emulation activities to set up civilized highways and civilized highway 
maintenance squads was broadening in various localities with each passing 
day and many advanced collectives and individuals had emerged. For example, 
3 all-excellent station sections, 8 in all-good station sections, 58 all- 
excellent highway maintenance squads and 396 all-good highway maintenance 
squads were chosen by public appraisal in 1983 in Heilongjiang Province. In 
Yunnan Province, 639 advanced collectives and 5,972 advanced individuals 
were picked by public appraisal. This played a very significant role in 
developing road maintenance, bringing up the good road percentage and building 
up better highway maintenance squads. 


4. Living facilities for highway maintenance workers and staff members 

have been improved. Highway departments have included the improvement of 
the living conditions of highway maintenance workers and staff members 

in their daily agenda in recent years, and especially since the Kunming 
conference in 1983, various localities have stepped up the building of high- 
way maintenance squads. As a result, the conditions for work, living and 
study for the highway maintenance workers have been improved to a certain 
extent. For example, in Yunnan Province, over 45 percent of the maintenance 
crew have moved into new houses (including those repaired and renovated) and 
living facilities were more or less being perfected. 


5. Reform was actively carried out. In line with the characteristics of 
highway maintenance, highway departments had actively tried out the economic 
contract Xesponsibility system in all forms, thereby arousing the enthusiasm 
for production by highway maintenance workers and continually improving the 
good-road rate. Reform in Heilongjiang Province deeply involved the cadre 
system, the employment system, the civilian labor service and other aspects. 
Guangxi Autonomous Region has transferred the power to decide on annual 
plans and the power to examine and approve quota and designs to the lower 
level. Notable results have been achieved in all this, for example, only 

17 months after it implemented the contract responsibility system, the 
highway station of Tangyuan County in Heilongjiang Province set the best 
record ever in good-road rate and maintenance costs dropped 8 percent. 


II. Attention Should Be Paid to the Following Several Problems in 
Maintenance At Present 


1. Highway maintenance funds should be used first to ensure regular 
maintenance. Although some improvement has been made in correcting 
maintenance imbalance, because of the rise in the price of building 
materials and the increase in the traffic volume, maintenance cost has 
greatly increased. Therefore, besides continually raising the proportion 
of the regular maintenance cost, road tolls must be strictly controlled and 
utilized to first of all ensure small repairs, maintenance and major and 
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intermediate repair projects and projects to repair and restore flood- 
damaged roads before arranging renovation and new construction projects 
according to one's own capabilities. 


2. Oil residue should first be used for maintenance and repair, and later 
for new construction projects. Oiled roads [you lu 3111 6424] in the four 
provinces and autonomous region were generally in service beyond the 
extended period and were in need of repair and maintenance which could not 
be kept up with medium repairs and surface coating. This was primarily due 
to the low target set for oil residue supply which could not meet even half 
of the need. Therefore, the limited supply of oil residue should be used 
first to satisfy the maintenance and major and intermediate repair of oiled 
roads, but at the same time, efforts should be made to actively promote the 
use of emulsified asphalt and recover and utilize the old layer of oil 
residue so as to economize the supply of oil residue and keep these roads 
from becoming covered with sandy pebbles again. 


3. The repair and restoration of flood-damaged projects should be placed on 
the agenda. In recent years, the four provinces and autonomous regions in 
succession had reported flood damage of varying degrees to the highways, thus 
leaving behind more projects to be done. Although the central financial 
departments had allocated certain subsidies for flood damage, the engineering 
cost for repair and restoration of flood-damaged highways was paid from the 
annual road toll account. Therefore, arrangements for repair and restora- 
tion of the flood-damaged projects on the main highways must be made as 

early as possible so that the flood-damaged sections may be restored and 
opened to traffic as quickly as possible. 


4. Technical personnel should be trained by self-reliance. Technical 
personnel were relatively short in the highway maintenance and management 
departments, according to the personnel composition set by the ministry, 

4 to 6 technical personnel should be equipped per 100 km on the main high- 
ways. Yet in the highway system in Yunnan Province, the number was less than 
three, the technical forces in local highway departments were even weaker. 
Besides relying on the state to assign graduates of universities, middle 
schools and special institutes, this problem has to be solved mainly by self- 
reliance. For example, the highway bureau of Guangxi Autonomous Region set 
up an educational base and trained specialized personnel in various 
categories. The highway bureau of Yunnan Province invested nearly 1 million 
yuan in recent years by setting up a 3-year university for workers and staff 
members, some highway departments also sent qualified personnel to local 
institutes of higher learning and those elsewhere for training. These 
measures provided lessons for various localities. 


5. Overall maintenance should be integrated with positive improvement. 
While strengthening the maintenance of highway surfaces, maintenance work 
involving roadbeds, bridges and culverts, drainage ditches, signals and 
greening should also be done well. Besides arranging for some large and 
medium renovation projects in a planned manner, the five small-scale 
activities should be promoted in highway maintenance squads (repairing one 
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troublesome section, widening the roadbed in one section, eliminating one 
slope, renovating a curved road and building a structure) together with other 
protective projects, such as reinforcing road shoulders and building side 
ditches and retaining walls by laying stones. For example, the Kunming main 
section in Yunnan Province launched three small-scale and five small-scale 
activities in building ditches by laying stones and roadside retaining walls 
and other permanent projects; by completing repair of one section, it would 
ease the burden of maintaining one more section so that concentrated effort 
could be made to get on with another section. Thanks to the efforts made 

in the past 10 and 20 years, the projects along both sides of the main section 
were completed by laying stones. Various localities should pay attention to 
this typical experience. 


6. Highway managemert should be improved. Leading comrades at the central 
level paid much attention to highway communication which was very helpful 
for doing a good job of highway management. Henceforth highway management 
in various localities should report regularly to the local government and 
actively rely on the local government to take the initiative to coordinate 
closely with other_.departments concerned and vigorously publicize highway 
management. Guangxi Autonomous Region and Yunnan Province have achieved 
good results in trying out highway public security administration. 


7. Continual efforts should be made to improve living conditions for high- 
way maintenance workers. There are still many living facilities for highway 
maintenance workers that need to be improved. It is hoped that a certain 
proportion of funds from the road toll will be set aside annually by various 
localities for building up highway maintenance squads and improving the 
living standard of highway maintenance workers and staff members so as to 
further inspire the enthusiasm of the broad masses of highway maintenance 
workers and staff members so that they will maintain the highways even better 
and do their share in building civilized highways and realizing the four 
modernizations. 


8. Reform of highway maintenance and management should be earnestly promoted. 
There are two ways to reform the system of highway maintenance and mangement: 
One way is to insist that tne main hignways be managed by the provincial 
highway bureau in a unified manner and leave the branch highways to be 
managed and maintained by prefectures (cities) and counties. Another way 

is to turn over all the main highways and branch highways to prefectures 
(cities) and counties for maintenance. It should be taken into consideration 
that the main highways in our country will develop at a faster rate from now 
on and will play a backbone role in transportation. Since the highways 
handle continual transregional and transprovincial transportation, the former 
way is better in the main highway maintenance and management system. The 
experience of the contract responsibility system should constantly be pro- 
moted, 
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ROADBED CONSTRUCTION OF SHENYANG-DALIAN ROUTE COMPLETED 
Beijing JINGJI RIBAO in Chinese 1 Apr 85 p 2 


{Article by reporter Lu Shudong [0712 2579 2639]: “The Roadbed Construction 
of the Shenyang-Dalian Expressway Is Completed” ] 


[Text] With the approval of the State Council, the Shenda (Shenyang-Dalian) 
Highway is now under intensified transformation. This expressway of the 
1980's advanced world level will be completed in 1990. 


The new Shenda Highway will be completely different from the old one. It will 
be changed from a several-meters-wide ordinary highway available for people, 
horses and vehicles, to a limited access expressway open only for high speed 
vehicles. Thirty-four connected triple overpass bridge structures will be 
available for vehicles along the way to enter the expressway. The total 
mileage of the expressway will be reduced from the original 422 km to 380 ka. 
The speed limit will be increased from 60 km to 120 km per hour. To ensure 
the safety of high-speed traffic, sections of the original highway running 
through five cities and towns will be moved outside the cities and towns. 


When completed, the Shenda Expressway will have a transport and carrying 
capacity equivalent to the existing double-track railway between Shenyang and 
Dalian. This expressway will be able to connect the coastal city, Dalian; 
the land of fish and rice, Jinxian; the land of fruits, Gaixian; the capital 
of steel, Anshan; the city of chemical fiber, Liaoyang; and Yingkou and 
Bayuquan harbors. Its macroeconomic results will truly be significant. 


Construction of the Shenda Expressway has attracted the attention and support 
of all fields. Liaoning Province and Dalian and Anshan cities have 
established highway construction command systems. Liaoning Province, 
will inyeat gyexy 2 billion yuan to complete cqnatruction of this expressway, 


I came here en a bicycle from the capital city of Liaoning Province, Shenyang, 
and found that the roadbed had already been finished, I saw many temporary 
buildings built by highway construction workers alon the way, 
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TRANSPORTATION 


BRIEFS 


BEIJING-SHENZHEN AIR ROUTE OPENED--The China Airline Corp opened a new air 
route from Beijing to Shenzhen. The first flight will be a two and one-half 
hour direct flight from Beijing to Huiyang, Guandong, on & March. Before 
this, many commercial trial flights have been made with satisfactory results. 
This corporation was founded in December 1984 with the approval of the State 
Economic Commission. In the past 2 months it has opened three air routes-- 
Beijing-Wuxi, Beijing-Hangzhou and Bei jing-Fuzhou--conducted over 100 flights 
and transported over 6,500 passengers and over 100 tons of cargo. This 
corporation is now negotiating with concerned provinces, municipalities and 
autonomous regions in an effort to gradually open air routes from Beijing to 

Chengdu, Yichang, Chongqing and Shanghai as developments warrant. [Text] 

{Beijing GUANGMING RIBAO in Chinese 7 Mar 85 p 1] 12302 


QINHUANGDAO COAL WHARF COMMISSIONED--The second phase of the construction of 
the coal wharf of Qinhuangdao harbor, which was designed and constructed by 
China, was completed on schedule. It was checked and accepted by the state on 
28 March and commissioned on the same day, enabling Qinhuangdao harbor to 
become one of the world's major coal transport harbors. Qinhuangdao harbor is 
in a strategic location between north and northeast China and at the end of 
the Jinqin electrified railway which is now under construction. With sea 
routes extending to all major harbors in China, Qinhuangdao harbor plays a key 
role in coal exports and in transporting coal from Shanxi, Nei Monggol and 
Kailuan to South China. The first phase of the construction of the coal wharf 
with a designed capacity of 10 million tons was completed and put into opera- 
tion in December 1983. The phase of the construction with a designed capacity 
of 20 million tons was among the major state construction projects using 
Japanese loans. It included two 50,000 ton berths. Major loading and unload- 
ing equipment was imported from Japan. Loading, unioading, stacking and 
dumping operations are all controlled by automatic systems. Construction 
began in April 1980 and took 5 years to complete. According to state inspec- 
tion, the whole construction is of rational design and fine quality. [Text] 
[Beijing JINGJI RIBAO in Chinese 30 Mar 85 p 1] 12302 
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Comparative Economic Reform 


AUTHOR: YANG Jianwen [2799 1696 2429] 
ORG: Economics Institute, Shanghai Academy of Social Sciences 


TITLE: "Comparison of Theories and Models of Economic Reform in the USSR 
and East European Countries" 


SOURCE: Shanghai SHEHUI KEXUE [SOCIAL SCIENCE] in Chinese No 2, 15 Feb 85 
pp 13-17 


ABSTRACT: The author first discusses the theoretical premise of economic 
reform. He raises two questions: Why have almost all socialist camp 
countries broadly debated the relationship between goods and currency, as 
well as the function of the law of value, on the eve of reform? Is this a 
coincidence? His answer is no. The bothersome fact is the declining rate 
of economic growth; especially 16w is the economic efficiency of investment. 
Disputes on economic reform models among economists in the USSR and East 
European countries eventually boil down to their half-hearted acknowledgement 
of the market mechanism responsible to some degree for the adjustment 
exercised by the law of value; thus, cost accounting, price, economic 
stimulation, profit distribution, interest and a host of other terms in 

the orthodox economics cannot be swept under the rug. Several economic models 
are then enumerated: Lange, Bruce (both are Polish), Nevyakinov, Liberman- 
Lipshchitz, Yasilovskaya (the four are Soviets), Otto Sik (a Czech), USSR 
mathematical economics, Hungarian dualism, and Yugoslav autonomy. These 
economic models more or less advocate some degree of “market socialism” 

(in the author's words). Resistance to economic reform lies in the system 
and in political power struggles. Generally, economists are not in 
decision-making positions, and most cadres naturally embrace the system, 
however inefficient, that keeps them in privileged positions. The author 
concludes the article by commenting on the danger ahead for socialism, not 
in its exploring innovations but in keeping what is old and obsolete; in 
other words, this is a contest between self-interest and the common good 

in the Soviet political system. 
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AUTHOR: QIN Xuanren [4440 1357 0088] 

ORG: None 

TITLE: "On the Foreign Trade System in China's New Era" 

SOURCE: Beijing GUOJI MAOYI [INTERTRADE] in Chinese No 4, 27 Apr 85 pp 11-14 


ABSTRACT: The foreign trade system in the new era should operate on an 
open door basis under unified leadership and with multichannel operation. 
In the author's words, this operation should be highly efficient with 
only a few levels and links; in other words, this foreign trade system 
should be free or sparing of bureaucratic red tape. Six points are 
enumerated: abiding by the fundamental principle of state monopoly, 
adapting to the open door policy, the objective trend of economic growth, 
the demand of higher product output (by realizing the adjustment function 
of the law of value), promoting national economic benefits, and coordi- 
nating with the overall strategy of economic growth. The Ministry of 
Foreign Trade represents the leadership in foreign trade management, 
mainly executing the policies on planning, organization, legislation, 
foreign exchange rates and tax revenue; reform in these areas is urgently 
needed. The special economic zones attract foreign capital and promote 
technical transfer. The author realizes that international economic ties 
have been expanded from goods exchange to joint production beyond national 
boudaries. An enterprise should adopt new technique to enhance pro- 
ductivity based on its own economic interests. It should operate under 
economic laws and avoid administrative interference. 
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HONG KONG MEDIA ON CHINA 


GREATEST DIFFICULTY FACING FOUR MODERNIZATIONS 
Hong Kong MING PAO in Chinese 22 Mar 85 p l 
[Editorial: "Greatest Difficulty Facing Four Modernizations"] 


[Text] The greatest hurdle facing the four modernizations is not resources, 
funds or systems, but expertise--the lack of scientific, technical and 
managerial experts. Premier Zhao Ziyang made this point at the Nationzl 
Science and Technology Conference held in Beijing recently. He noted that a 
nation or race is doomed if it does not value knowledge and cherish its 
experts. Whether or not the Chinese economy can take off depends on the 
development of science, technology and education and the solution of our 
expert problems. 


For more than a decade before the Cultural Revolution, the Chinese Communist 
Party led by Mao Zedong neither held knowledge in proper esteem nor treasured 
the nation's talented people. Instead it went in for anti-rightist movements 
which ruined numerous intellectuals. Things deteriorated even further during 
the Cultural Revolution. Intellectuals were publicly denounced as "old dogs,’ 
an insult reminiscent of the 10-fold scheme of class division of the Yuan 
Dynasty under which "scholars were relegated to the 9th class, between 
prostitutes who made up the 8th class and beggars, the 10th and lowest class." 
The 10-year calamity drove many intellectuals to their graves, broken and 
embittered, while most of the survivors also left their original fields and 
failed to keep up with their learning and training. Because of drastic 
“educational reforms," higher education was in limbo for an extended period 
during the Cultural Revolution. As a result, there are now particularly 

few intellectuals in their 40's and 50's. For a few years even after the 
Cultural Revolution, higher education, despite a slow recovery, existed in 
name only. In those days, colleges and universities used high school teaching 
materials and had the standard of elementary schools. Many college graduates 
today never received a serious education worth the name. 


Drawing a lesson from their painful experience, the Beijing authorities 

today have unburdened the Maoist "disrespect for knowledge and disregard for 
experts" and adopted a new policy. But the training of large numbers of 
experts is no short-term effort. If we look at the proportion of college 
graduates as a percentage of overall population, China ranks 129th in the 
world, so it has a dire need for intellectuals. While China's need for junior 
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and middle-level scientific and technical personnel and managers is 
substantial, on the whole the country is capable of turning out such experts. 
A more serious problem is the training of advanced scientific and technical 
personnel and senior managers. It is in this area that China's training 
capacity is relatively inadequate. 


An obvious remedy is to send students abroad for training, which Beijing has 
been doing more and more often in recent years. Students sent abroad earlier 
are now beginning to return and serve the nation. Most of them have these 
four options: be a researcher at an institute, teach, go in for scientific 
and technical work in an industrial or mining enterprise, or take up manage- 
ment or administration. Judging by the experience of many Third World nations, 
most returnees ‘try their best to go into administration and management where 
pay is higher and they get to exercise more power. While such a tendency has 
not been reported among China's returned overseas students, it is essential 
that China find ways to make effective use of them as scientific, and techni- 
cal professionals, instead of “wasting” them as administrators. 


A related, but seemingly paradoxical, problem is “non-experts leading 
experts." To solve this problem, we should turn managerial personnel into 
“experts” in the field concerned, rather than using highly qualified experts 
as managers. If China succeeds in properly deploying its limited number of 
advanced technical experts so that they can concentrate on research, teaching 
and the more technical aspects of running an industrial or mining enterprise, 
education, science and technology can look forward to a period of rapid 
development. But if such experts end up spending most of their time as 
administrators, China's economic take-off may become even more difficult. 


12581 
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HONG KONG MEDIA ON CHINA 


FUTURE OF FOREIGN EXCHANGE CERTIFICATE STILL UNDER REVIEW 
Hong Kong WEN WEI PO in Chinese 1 Apr 85 p l 


[Text] The newly-appointed director of the People's Bank of China, Chen 
Muhua [7115 1970 5478], disclosed today that the abolition of the foreign 
exchange certificate is still under review. 


At a meeting with Hong Kong and Macao reporters, Chen Muhua said that China 
follows the policy of one nation, one currency. The original purpose of 
issuing foreign exchange certificates was to prevent the circulation in 
China of foreign exchange, so a decision was made to permit ite circulation 
among foreigners in the form of exchange certificates. The foreign exchange 
certificate is a “substitute certificate” for the renminbi and is not a 
currency. Over time, however, it came to be known as a “foreign exchange 
certificate” and has in effect become a currency because of its wide 
circulation. 


The abolition of the foreign exchange certificate will involve many issues. 
Since there is no better way of preventing the circulation of foreign 
currency, its abolition is still under study. 


Chen Muhua revealed today that changes will be made in China's management of 
foreign exchange. In particular, the government is considering giving the 
individual more freedom to keep their savings in a foreign currency. 


She noted that in the past China forbade foreign currency circulation in the 
country. The speculative buying and selling of foreign exchange, which is 
currently catching on, is illegal and must be checked. But she also said that 
since the people's need to hold foreign currency will continue, policies will 
be relaxed to accommodate this need. 


12581 
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HONG KONG MEDIA ON CHINA 


INVESTMENT PLAN OF HONG KONG'S BANK OF CHINA GROUP DISCUSSED 
Hong Kong WEN WEI PO in Chinese 26 Apr 85 p 2 


[Article by Cheng Xiang [4453 5046]: "Bank of China Group, Hong Kong, 
Investing in Beijing Municipality Will Build a Colossal Commercial- 
Residential-—Recreational Complex--Participants Include Capital Iron and Steel 
Company and Beijing Trust Company of Bank of China With Total Planned 
Investment of $270 Million") 


[Text] Beijing, 25 April--The Bank of China Group, Hong Kong, will invest 
$25 Million to build a colossal commercial-residential-recreational multi- 
functional «omplex in Beijing which, when completed, will be the biggest in 
China to this day housing office buildings, apartments and hoteis. This is 
an important move made by the Bank of China Group after the signing of the 
Joint Declaration on the Question of Hong Kong in active coordination with 
the four modernizations drive in the hinterland. 


This colossal plan with a total planned investment of $270 million is the 
biggest of its kind involving projects of the same category to date. A total 
of three groups participated in this investment plan: The Capital Iron and 
Steel Company, the Bank of China Group of Hong Kong and Macao and the Beijing 
Trust and Consultancy Corporation of the Bank of China. They will put up a 
total of $100 million as share capital with the remainder of $170 million to 
be financed by various means. The "Guest House Development Corporation of the 
Capital Iron and Steel Company" under the Capital Iron and Steel Company, 

the "Development Corporation of the Chinese Group, Hong Kong,” under the Bank 
of China Group and the "Beijing Trust and Consultancy Corporation" of the 
Bank of China will form a joint venture in organizing the “beijing Inter- 
national Service Center Company Ltd" to carry out this investment plan with 
the three sides each coming up with the capital of 55 percent, 25 percen® 

and 20 percent respectively in the above mentioned order. 


This center is located in the vicinity of Lijiaoqiao at Xizhimen in Beijing 
Municipality, it will be a comprehensive construction complex embracing 
trade, office, residential, tourist, recreational, restaurant and commercial 
facilities and gardens and parks into one, occupying 15 hectares of land with 
a total construction space of 410,000 square meters. This center will be 
composed of 1) a total of 650 office suites for use as offices by foreign 
companies with offices in Hong Kong and Macao but regularly stationed in 
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Beijing. 2) 750 apartment suites of high, medium and low grades for rent by 
permanent domestic and overseas representatives; an international primary 
school will be set up in the apartment compound for the sons and daughters 

of Chinese representatives stationing in Beijing to study there. 3) A total 
of 1,000 hotel rooms which will also be divided into three grades, restaurants, 
bars and underground parking lots will also be installed. In addition, 
supermarkets, mall-type shops, dance halls, swimming pools, restaurants, 

clubs serving various sub-districts and a 1,000 seat theater will also be 
build. It is estimated that the entire construction complex will be completed 
in 3 years, its designer has been Japan's "Kisaburo Ito Design Research 
Institute." International public bidding will be accepted for the 
construction, Hong Kong contractors may also participate in the bidding, it is 
estimated that the civil engineering business will be close to $150 million. 


In the Bank of China Group, six banks have taken part in investment: the Hong 
Kong branch of the Bank of China, the Bank of Communications, the Xinhua 

Bank, the Sait Industrial Bank, the Bank of Canton and Nantong Bank, other 
members of the group will participate in loan business in the future. Although 
the capital ratio of these six banks is not known, it is estimated that the 
Xinhua Bank has contributed the most because Cao Yunxiang [2580 0336 4382], 
general manager of the Xinhua Bank will assume the post of vice chairman of the 
board of directors in the joint venture company. 


Among those present at this evening's signing ceremony were Chen Muhua 

[7115 1970 5478], manager of the Chinese People's Bank; Duan Junyi [3008 0689 
3015], secretary of the Beijing municipal CPC committee; Han Bonian [7281 0130 
1628], vice Beijing mayor; Li Dongye [2621 2639 0396], minister of 
metallurgical industry; Bai Liangyu [4101 5328 3768], vice manager of the 
Capital Iron and Steel Company; and Zhao Bingde [6392 4426 1795], acting 
manager of tne Bank of China. 
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HONG KONG MEDIA ON CHINA 


CANADIAN ENVOY SAYS PRC MAY RELAX FOREIGN EXCHANGE CURBS SOON + 


HKO20228 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS Supplement) in 
English 1 Jun 85 p l 


[Text] China's curbs on foreign exchange are likely to be short-lived--the 
word in trade circles is that they could be relaxed this month, according 
to Canada's Ambassador to Beijing, Mr R.V. Gorham. 


He was in Hong Kong yesterday to meet officials from the Commission for 
Canada and the Trade Development Council [TDC]. 


Commenting on the currency restrictions in an interview with BUSINESS NEWS, 
he said: "They got carricd away and had to put the brakes on." 


The Trade Commissioner for South China in Hong Kong, Mr Ted Lipman, went so 
far as to claim, "In many ways Canadian companies have benefited from the 
trade curbs since much of the expenditure which has been curtailed was in 
non-essential areas, such as consumer goods and certain electronic products, 
while Canada's exports to China are more in the area of industrial goods. 


"A few less Sony televisions and other consumer goods will mean more positive 
industrial investment." 


He said that the restrictions were expected to be lifted some time this month. 


Although Canada has been making in-roads into the China market, its overall 
level of exports fell last year due to China's growing wheat production. 


A wheat trading agreement between the two countries has just expired and 
Mr Gorham said that no new long-term deal was on the horizon. 


"China's own production of wheat has increased and we must accept the in- 
evitable." 


One area which he said is restricting the growth of Canadian investment in 
Chinaiis the lack of competitive concessionary financing terms compared with 
many countries, most notably Japan. 
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He said that Japanese companies often appeared prepared to market loss lead- 
ers and hope that down the line sometl:ing else will develop. Other countries 
are often not willing to take such a long-term view since they are more in- 
mediately profit-oriented that Japanese firms, he said. 


With regard to his visit to the TDC, Mr Gorham said: "I began by pveing very 
impressed and then became very depressed--to see how nuch they do for Hong 
Kong companies. I wish we could do the same." 


A recent trade mission of software companies from Canada voiced their concern 
at piracy in the Hong Kong market. However, Mr Lipman said “piracy is not 
just a concern of Canadian companies but of software firms in general. 


"Unless software can be protected any firm is going to think twice about 
coming here or China.” He added that the piracy problem was a worldwide 
one although a lot of attention has been focused on Hong Kong. 


Mr Lipman said China was “looking to Canada as a place to invest in natural 
resources just like it is doing in Australia and several projects are under 
discussion." 


The senior trade commissioner, Mr John Treleaven, said that Canadian companies 
are keen to explore the possibilities of using agents here for the China 
market. 


He said that several large Canadian companies are considering setting up in 


Hong Kong and added that most of the visitors to the commission were inter- 
ested in learning more about trade with China. 
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HONG KONG MEDIA ON CHINA 


PRC EXAMINING MEASURES TO REDUCE IMPORTS OF LUXURY GOODS 


HKO40653 Hong Kong SOUTH CHINA MORNING POST (BUSINESS NEWS supplement) in 
English 4 Jun 85 pp 1, 10 


[Article by Financial Editor John Mulcahy] 

[Text] The import of consumer “luxuries,” such as cars, television sets 
and refrigerators, into China will be curtailed under foreign exchange con- 
trol measures now being considered. 


China imposed a virtual freeze on foreign currency transfers at the end of 
March, pending close examination into the country's import priorities. 


A director and vice-president of the Bank of China, Mr Wang Deyan, said yeste: - 
day the restrictions on foreign exchange outflows from China stemmed from 
heavy spending of these reserves in the last quarter of last year. 


While widespread speculation recently has suggested the restrictions may be 
lifted at the end of this month, “r Wang said no decision had been reached. 


China's foreign exchange reserves, excluding gold, totalled U.S.$165 billion 
in the middle of last year, but slipped $2 billion by the end of the year, 
with further net outfows in the first months of this year. 


The country's gold holdings are estimated around $3 billion, while foreign 
debt is about $5 billion. 


Mr Wang would not disclose specific exchange control measures likely to be 
introduced, but told reporters after addressing the International Monetary 
Conference, now in progress in Hong Kong, the restraints placed on foreign 
exchange fiows did not represent a departure from the country's open-door 
policy. 


Asked whether the free spending of foreign exchange by the special economic 
zones would lead to a reversal of the decentralized approach to monetary con- 
trol, Mr Wang said: "Economic reform will go ahead--the specific requirements 
will be decided later.” 
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He cited the root cause of accelerated foreign currency outflows as "high- 
speed development in many provinces." 


As an example, agricultural output grew 14 percent last year, and by the end 
of the first quarter of this year it had expanded another 23 percent. 


"The government is trying to warn people not to move too fast," Mr Wang said. 


Businessmen in Hong Kong have complained of a virtual halt to export activity 
to the mainland in certain areas, and have voiced fears that the curbs on 
currency movement might have signalled a substantial departure from estab- 
lished policy. 


But Mr Anthony Russell, area manager for China of the Hong Kong and Shanghai 
Banking Corp, said the rapid growth in foreign currency outflows reflected 
the success of the Beijing government's efforts to open up, “and perhaps 
having gone too far." 


In his address to the conference, Mr Russell said the foreign exchange restric- 
tions recently introduced were applied “because (China) felt there was a 
seepage over recent months which must be brought under control." 


He said it was "absolutely essential" for traders selling to China to be 
satisfied their buyer had the necessary foreign exchange approval to complete 
the transaction, and this sentiment was repeatec later by Mr Wang. 


Mr Wang hinted that a system of import permits would be introduced to enable 
China to monitor more closely the movement of foreign currency. 


Replying to questions at a press briefing, Mr Wang said fears in the region 
that China would rapidly convert from a major market to an important competitor 
in export markets were unfounded. 


While some emphasis was placed on exports, the principle behind this action 
was to earn enough foreign exchange to cope with China's substantial import 
requirements. 


In his address, Mr Wang said: "Our economic construction and external trade 
are complementary to each other. On the one hand, the former is the base of 
the latter--on the other, the later will accelerate the development of the 
former." 


Mr Wang said the focal point of China's external trade reform process was 
to distinguish between government bodies and enterprises, so as to 
simplify administration and delegate the decisionmaking authority to lower 
levels. 


"On the premise of unified administration of the state, the enterprises may 
exercise, to the greatest extent, their decisionmaking power in their opera- 
tions and become independent entities that are responsible for their profits 
and losses." 
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Other stages of the reform process are: 


--To streamline contents of the plan by reducing mandatory planning targets. 
"The state will only assign the import and export plan for a few major com- 
modities under direct state control, while for other commodities, the state 
will merely set forth the planning targets for exchange earnings from exports 
and payments for imports," Mr Wang said. 


--The reform will usher in the import and export agency system. "Foreign 
trade enterprises will provide their services on a commission basis, and the 
manufacturers and importers are free to choose their agents, but will assume 
responsibility for their profits or losses." 


Mr Wang described the structural reform on foreign trade as an "exploratory 
and progressive process. The decision of reform was made after a compre- 
hensive and careful study of our foreign trade practice and the experiences 
of other countries." 


Mr Russell said it was understandable that China wanted to develop its own 
manufacturing sector, and the target of reducing the rural labor force to 
40 percent of the total from the current 80 percent underscored this deter- 
mination. 


Although the move to industralization suggested by this transfer of resources 
will be dramatic, it will also take a long time to materialize, and Mr Russell 
said there was no serious danger of China replacing industries elsewhere in 
the region. 


Sketching some of the difficulties associated with investment in China, 
Mr Russell said the socialist nature of the state meant there was consider- 
able bureaucracy involved in all decisions. 


"There has been a very conscious effort to accelerate decisions involving 
foreign investment, but nevertheless contracts still take a considerable time 
to negotiate and may require several levels of government approval." 


Legislation was another bugbear, and many commercial laws promulgated in re- 
cent years were untried, with some investors finding them vague, Mr Russell 
said. 


While selling into China's domestic market is difficult to arrange, Mr Rus- 
sell said the country recognized that investors would wish to have access to 
local consumers. 


"They now permit domestic sales for projects which are introducing advanced 
technology not already available in China, or products which are import sub- 
stitutes." 
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Mr Wang would not be drawn on the liberalization of the banking sector, say- 
ing this was another area now “under discussion," while Mr Michael Sandberg, 
chairman of the Hong Kong Bank, who chaired the closed session on China, said 
all foreign banks were “happy to see China is gradually beginning to open up. 


While conceding that many of the represntative offices in China were now lit- 
tle more than “listening posts" incurring "more red ink than black," Mr Sand- 


berg said the foreign banking sector was hopeful, particularly in areas such 
as Shenzhen, where they might be allowed to upgrade their operations. 
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HONG KONG MEDIA IN CHINA 


BRITISH INDUSTRIALISTS WANT PRC EXEMPTED FROM COCOM RESTRICTIONS 
HK060411 Hong Kong SOUTH CHINA MORNING POST in English 6 Jun 85 p 1 
[From David Healy] 


[Excerpt] London, 5 Jun--Restrictions on the export of sophisticated 
Western technology to communist countries should no longer apply to China, 
British industrialists said today. 


They said they want the British Government to ask the United States and other 
Western allies to drop the Cocom ban as far as "friendly nations" like China 
is concerned. 


The call came from the "48 Group", which speaks for some of Britain's big- 
gest manufacturing and service companies, in evidence to the all-party House 
of Commons select committee on trade and industry. 


A representative of the group, Mr Roland Berger, told the committee "we want 
to get China out of Cocom." 


"Cocom is the potential enemy, not friendly nations," he said. 


Mr Berger said removing the ban would "relieve millions of pounds worth of 
trade." 


In written evidence to the committee, the group said that U.S. exports to 
China are rising faster than that of any other country and the ban has now 
become illogical. 


The group said: "It is difficult to put a value on the trade frustrated by 
the China embargoes, since many companies have given up the attempt rather 
than go through the maze of bureaucratic procedures and therefore no longer 
apply for licenses. “However, is is well known that many companies which took 
orders at the British Scientific Instrument Exhibition in Shanghai in March 
1981 received export licenses only in November and December, some in January 
1982 and at least one is still battling to obtain a license. 


"In the view of the British manufacturers affected, the time has come to put 
an end to this frustration of trade withafriendly country." 
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HONG KONG MEDIA ON CHINA 


BRIEFS 


SPECIAL ZONE CURRENCY STATUS--The deputy director of the People's Bank of 
China, Liu Hongru [0491 7703 0320], has revealed that the Hong Kong dollar 
will continue to circulate in Hong Kong after 1997 an! that the Chinese 
government has never considered replacing it with the special economic zone 
currency. He noted that the idea of replacing the Hong Kong dollar with the 
special economic zone currency has never arisen in the government's study of 
the possibility of issuing such a currency. The special economic zone 
currency will be gvared towards the currency needs of economic zones. As 
they are externally oriented economies whose main functions are to attract 
foreign capital, introduce technology and export, special zones need a 
currency convertible to a foreign currency. No decision has been made on the 
date of issuing such a currency. [Text] [Hong Kong WEN WEI PAO in Chinese 
1 Apr 85 p 1] 12581 


NEW SEAPORT FOR ZHEJIANG--The construction of a new, large seaport north of 
Hangzhou Bay in Zhejiang Province to relieve pressure on Shanghai has been 
proposed by experts at a seminar in Pinghu County near Hangzhou. The 50 
experts at the seminar agreed on the feasibility of building 10,000 piers 
at Zhapu Harbor which is deep and calm. A new seaport will facilitate the 
development of the newly-opened coastal region. The deputy director of the 
previncial Communications Department has promised to complete a feasibility 
study on the project within this year so that construction can begin next 
year. The experts suggested that a temporary concrete pier be built before 
construction begins on a specified number of 10,000-ton piers along the 1l6-m 
coastline of Zhapu Harbor off Jiaxing. [Text] [Hong Kong TA KUNG PAO in 
Chinese 24 Mar 85 p 3] 12581 
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HONG KONG ECONOMIC TRENDS 


HONG KONG BANKS COMPETE IN ‘REAL ESTATE’ LOANS 
Hong Kong JINGJI DAOBAO [ECONOMIC REPORTER] in Chinese No 8, 11 Feb 85 p |” 


[Article by Zhuan Zhu [0278 4554]: “Various Hong Kong Banks Competing for 
"Real Estate Loans'™] 


[Text] More Favorable Terms Provided 


Recently loan requests have become much easier to obtain in the past few years 
for those who have only a small amount of savings but yearn to purchase housing 
for themselves. Since most Hong Kong banks are positively appraising this kind 
of business, they are offering rather easy and favorable terms. The most 
noteworthy of these follows: 


1. Increased amounts of money lent out. In the 1982-1983 period banks rather 
tightly controlled the amount of housing loans. Even for new housing the 
amounts publicly lent were equivalent to only 70 percent--and in some cases 
only 60 percent--of the selling price or the bank's appraised velue. 
Nevertheless, since the middle of last year most banks are willing to lend 

80 percent of the housing price, and a few banks go up to 90 percent for 
special customers or buildings. 


2. Extended repayment periods. For a time in 1982 the longest repayment 
period was 15 years, and a little shorter for buildings in the New Territories. 
However, after the Hong Kong and Shanghai Bank offered a 20-year loan at the 
beginning of 1983 other banks adopted equally liberal policies. At present, 
almost all banks’ housing loans can be repaid in 240 installments, and the Dong 
Ya [2639 0068] Bank offers a 25-year repayment period. 


3. Lowered loan rates. For a long time, Hong Kong banks’ housing loan 
interest rates were set by adding | percent to the prime rate of the two big 
Hong Kong banks and lowering rates as the outstanding principal decreased, but 
in the aiddle of 1983 the interest rate differential increased to 1.5 percent 
following the lead set by several large banks. Although overall this situation 
has not changed, more and more business deals are getting easy interest-rate 
conditions. Besides the easy rates for housing loans and business development 
term loans, several banks are offering loans at 0.5 or 1.0 percent above the 
prime rate under the following circumstances: housing supplied with guarantees 
by the developer, or clients who have business reletions with the bank. 
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4. More ways of offering loans. Most banks still use traditional lending 
methods such as fixed repayment periods (when the repayment amount increases or 
decreases according to the change in interest rates). At present, besides this 
lending method there is also fixed-sum lending (where the repayment period 
lengthens or shortens according to changes in the interest rate), and 
successive increase and successive decrease lending. 


5. Avoiding service charges. All along banks usually collect fees on loans 
equivalent to 0.5 percent of the appraised value of the housing in appraisal 
fees or service fees. But recently severa! banks have abolished these fees and 
some banks are paying the first year of insurance on the housing for the 
customer. 


6. Simplified apr!ication procedures. For example, some banks in the past 
required all installment repayment property loan procedures to be handled by a 
bank-appointed lawyer. But in order to get customers the banks are welcoming 
other attorneys to introduce customers who want loans, and the banks are 
permitting these attorneys to handle the relevant contracts. Some banks are 
also setting up offices in Xinwu and are sending out personnel to solicit 
business. In addition, most banks have abolished the practice of collecting 
promissory notes from the above-mentioned clients. 


Actively Sought After Conditions in Effect 


The attitude of Hong Kong banks toward lending has turned from caution to 
positive, owing to many factors. 


An important factor is the full resolution of the question of Hong Kong's 
future. One can say that the strict control of loan repayment periods by banks 
was influenced to a certain extent by the problem of Hong Kong's future. There 
were two worrisome aspects to the problem: one was the problem of whether or 
not loans could be recovered after 1997; and the second was whether or not 
building contracts would remain in effect. But following the continuous 
progress of the Sino-British talks, especially the clarification day-by-day of 
the blueprint for Hong Kong's future, worries are gradually diminishing. The 
Sino-British Joint Declaration's favorable arrangement of Hong Kong's future 
and the rational regulations covering real estate contracts have extinguished 
the fears of trouble at home for banks offering loans. In 1997 there will be 
no obstacle to the repayment schedule of loans. 


Another motivating factor is the recovery from the fall in Hong Kong's material 
commodity prices. Since the end of the 1970's real estate has been the main 
lending market for Hong Kong banks. In the beginning of the 1980's 30 percent 
of the bank loans and overdrafts were extended to real estate. The excessive 
inflation of credit not only helped push up prices, but it also brought about a 
bad consequence for the banks; due cto the steep slide of prices from mid-1981, 
many banks became saddled with bad bills and could not help but tighten up 
housing lending. But after several years of adjustment, housing prices last 
year hit a low point, and after the decline they will recover. The possibility 
of housing purchase prices being lower than the amount lent by banks has 
greatly decreased and conditions for increasing lending have returned. 
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The ending of a shortage of funds is also motivating a change in the banks' 
attitude toward housing lending. For 3 years in a row Hong Kong barks have 
faced the difficulty of deposit increases exceeding lending increases. In 
order to route available funds in the banking system every bank must actively 
seek a way out. Since housing loans have a building on which to raise a 
mortgage, and the risk is relatively low, they have become a target actively 
striven for. 


Businesses Compete, Customers Benefit 


Latest statistics show that at the end of December last year Hong Kong banks 
extended HK $29,364,000,000 in housing loans, this amount including condominium 
loans totaling HK $3,911,000,000, an increase over the previous year of 

17 percent--the fastest growing item of all loans and cash advances. This 
shows that the banks’ efforts have already produced results. Because it is 
predicted that there will be a clear increase in the demand for housing loans 
this year, every bank will even more try to grab this business. In fact, some 
banks have already marked this business as “where the market is.” 


As time goes by, banks are more and more trying to do this business, and it is 
estimated that competition over market share will grow sharper. According to 
predictions, out of this competition the Hong Kong and Shanghai Banking Corp, 
Heng Sheng [1854 3932] Bank, and Citibank, NA, originally controlling most of 
the market will preserve their positions, and in these business conditions the 
two best banks may retain the business of old customers and will supply them 
with rather substantial favorable treatment. Smaller banks may be able to 
formulate plans including services to attract customers. 


The loan conditions offered by banks are increasingly favorable, and of course 
this will give more convenience and benefits to customers. In fact, there will 
not be problems with repayment deadlines again and it is estimated that 
interest rates may return to the favorable loan rates of 1 percent above prime. 
The bottom line is that to a certain extent this will stimulate the demand for 
the material industries, increase building marketing, and will shorten Hong 
Kong's digestive period for real estate. 


12615 
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HONG KONG ECONOMIC TRENDS 


MALAYSIAN CAPITAL FLOODS HONG KONG 
Hong Kong WEN WEI PO in Chinese 15 Feb 85 p 1 


[Article: "Hong Kong Flooded with Capital from Malaysia; Wheelock To Be 
Bought for More Than 1.9 Billion; Investors Generally Feel This Is Good News”) 


[Text] (Qiu De-fa) [6726 1795 4099], a Malaysian businessman, has purchased 
13.5 percent control of the Wheelock Co, Ltd, from the Marden family through 
the Falwyn Co, Ltd. it cost 1.9 billion yuan to be admitted as an owning 
shareholder, but this does not mean full stock ownership of Wheelock. Each 
share was worth six yuan in cash as of yesterday. 


Falwyn is one of the most recent companies to be registered in Hong Kong as a 
limited liability company. Falwyn is an investment company under the name of 
the Malaysian shareholder (Dan-si-li [0030 2448 6849] Qiu-de-fa). Falwyn has 
promised that all Wheelock employee rights, including pensions, would be 
guaranteed. 


According to Market Analysis, Malaysian Gang Wants To Try Everything Possible 
by This Purchase; Prediction Is That Marden Family Sale of Shareholder's Rights 
Is Not a Ploy 


Wheelock is a huge united company with a long history in Hong Kong. It is one 
of the four big hongs, together with Jardine Matheson, Tai Gu [1132 0657], and 
Hutchison Whampoa. According to a senior partner, Wheelock has two major 
shareholders, namely, the British Marden family and the family of the Chinese 
businessman Zhang Yuliang [1728 3768 5328] although many of the shares are 
scattered among foundations and investors. The company's board of directors 
has always been controlled by the Marden family. 


This purchase is not yet finalized and its success or failure depends on the 
reaction of the Zhang family and the foundations. The old-line company's 
change of hands and the resignation of the Marden family has attracted wide 
asttention in financial and economic circles. 


People in investment generally acknowledge that this purchase is good news for 
Hong Kong. As for why the Marden family will relinquish all of its present 

shareholder's rights, they believe that this is connected to Marden's old age. 
Actually, Wheelock's business has slowed down in the past year. Investors do 
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not believe that the Marden family's sale of shareholder's rights is a ruse 
because they will only gain about 100 million yuan from the sale. 


Wen Weiqiang [3306 0251 1730], financial manager of the Sun Hung Kai 
Investments and Management Co, Ltd, feels that what is remarkable about this 
purchase is the fact that Malaysian capital is gushing into Hong Kong. which 
proves Malaysian confidence in Yong Kong. He said that Wheelock has a good 
base and he believes that this is not the only goal of Malaysian businessmen 
but rather their goal is to utilize this base to do everything in their power. 
He also believes that this purchase will motivate Wheelock and this is really 
beneficial to Hong Kong's economy. 
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NEW ASPECT IN HONG KONG'S ECONOMY 

Hong Kong TA KUNG PAO in Chinese 5 Apr 85 p 16 

[Article by Yu Jing [0151 2417]: “A New Aspect in Hong Kong's Economy”™] 
[Text] Domestic Consumption Shows Upward Trend 


For over a month, economic activities in Hong Kong have been gradually 
returning to their normal state while the consumer market has also been on the 
rise following a seasonal lull. 


In addition to exports, domestic consumption is also an important index of the 
upward trend in the Hong Kong market. The sluggishness of the Hong Kong export 
market in January this year is readily understandable. One reason is that the 
Chinese New Year falls between January and February, in addition to which the 
post-Christmas period is also a traditionally slow season in the American 
market. The situation during these 2 months cannot, therefore, be taken as a 
preview of the Hong Kong's economic future. 


Increase in Number of People Buying Pioperty 


Since the initialing by the Chinese and British governments of the agreement 
concerning Hong Kong's future, the real estate and export businesses have to 
various degrees taken a turn for the better, as a result of which domestic 
consumption has also picked up steam. Following a sluggish period lasting over 
a year in the real estate business in Hong Kong, market demand, especially for 
medium and small residences, has escalated with improved living conditions. 

The number of buyers of residences and real estate is again on the rise now 
that the future of Hong Kong has been decided. 


For this reason, new starts have been made in building constructions in Hong 
Kong during the past half year. Many large homes and residences have been put 
up. Naturally, that is partly the result of the longer terms for payment and 
the lower interest rates charged by real estate businessmen to accommodate the 
purchasing power of the market. These measures to increase the purchasing 
power of the people have received the support of the banks and have made it 
possible for the banks to make use of their funds. The past 6 months has 
witnessed an increase in housing starts. When buildings which are to be 
completed next year were put up for sale in the international market last 
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month, buyers stood in line to make purchases. The appearance of 
advertisements in the papers offering to sell such properties at higher prices 
indicates not only higher market demands for small residences and homes but 
also for medium-priced buildings. In fact, the first indication of a revival 
in the real estate market in recent months was given by the demand for 
high-priced buildings. Many expensive residences have been rented out at high 
prices. According to real estate businessmen, many large single-unit old 
houses have been rented out at high prices because of the difficulty of finding 
high-class residences within the city and the likelihood that the supply of 
such residences will not become available within the next 2 years. 


According to those in the know, the factor which has prompted the buyers to 
purchase buildings, aside from the stability of the situation, may be 
attributed to the upsurge in the prices of housing following a period of 
Stagnation, the shortage of housing in the market and the favorable interest 
rates charged for buying houses. The revival of the housing market may also be 
due to the abundance of funds in the market and the fact that speculators have 
begun to get their hands in. There are those who appear concerned that real 
estate businessmen are likely to be extremely calculating in pushing the sale 
of real estate and that it is therefore better to go for quality rather than 
quantity. While the recent selling prices of buildings that are better 
designed and constructed with better materials are almost 20 percent higher 
than those during the low period last year, they are still 20 percent lower 
than those at the peak period. Under present circumstances, prices may still 
be considered as being too low. 


The reason is that several years ago, the interest rate was comparatively high 
and the period for installment payments comparatively short (the period for 
installment payment was 12 years and the interest rate was upward of 14 percent 
in 1983). During the low period last year, the period for installment payments 
was extended, but the interest rate was not as favorable as it is now (the 
present rate is 10 percent for some buildings and 8 percent for others over a 
period of 10 years). The period for installment payments was also not as long 
as the present period of 20 to 25 years. Relatively speaking, therefore, at a 
time when the prices of buildings are on the rise, the buyers pay a higher down 
payment compared to the low period last year while the period of installment 
payments has been extended and the interest rate reduced. In short, unless it 
is relatively more worthwhile to use cash, it is the advantage of the buyers to 
purchase property in installments. 


Gradual Increases of New Orders from Europe and the United States 


Since the middle of March, many new orders have been received from Europe and 
the United States. Many trades and businesses expect an increase in exports 
during the second quarter and even as early as the post-Easter period. Thus, 
there is reason to believe that the Hong Kong market will assume a new look as 
long as exports continue to rise and domestic consumption continues to increase 
in a stable manner. 


9621 
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BRITISH FIRM PURCHASES LAND IN HONG KONG 
Hong Kong TA KUNG PAO in Chinese 19 Apr 85 p 1 


[Article: “John Swires & Sons, Ltd Wins Bid for Parcel of Land in Admiralty 
District™] 


[Text] A parcel of land in the Victoria Barracks district on Admiralty Road 
was opened for bidding by the Hong Kong Government yesterday (18 April). After 
80 minutes of intense bidding, John Swires & Sons, Ltd, a local British 
financial group and one of the six bidders, outbid the Malaysian and local 
Chinese financial groups with an offer of HK$704 million at HK$65,762 per m*. 
This is the first time a local British financial group has won in a land 
auction since the announcement of the joint statement by China and Britain. It 
is estimated that John Swires & Sons will invest around HKS$2 billion for the 
land and construction. 


(Fu Shi Ya) [phonetic], member of the board of directors and manager of John 
Swires & Sons Real Estate Co, revealed that the large piece of land would be 
used for a variety of purposes, that most of it would be used for long-term 
investment and that a small part wowld be sold. He further revealed that the 
funds needed for the development of the piece of land would come from John 
Swires & Sons itself and that the development of the lot might take 4 years. 


(De Da Xi) [phonetic], chairman of the board of directors of John Swires & Sons 
Real Estate Co, Ltd, while disclosing that his company had contacted several 
hotel groups and that the building of a hotel was a definite possibility, 
declined to give further details. 


Aside from John Swires & Sons, other groups which participated in the bidding 
for the piece of land in the Admiralty district yesterday included Shin Ho Co, 
Ltd, Chang Jiang Industrial Enterprises, the Sun Hung Kai Real Estate Co, the 
New World Real Estate Co, the Hang Gee Co, Ltd and a representative fron a 
financial group in Malaysia. 


The opening bid was set at HKS$500 million by the auctioneer with initial 
increments of HK$2 million. The opening bid was made by Zheng Yudiao [6774 
5940 1754], chairman of New World, followed by Zhou Nianmao [0719 1628 5399], 
executive board member of Chang Shi, and Li Zhaoji [2621 0340 1015], chairman 
of Hang Ji Zhao Enterprises. When the bid was raised to HK$536 million, Zhang 
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Hanjie [1728 3352 0267], board member of Shin Ho Co, Ltd, enlivened the 
proceedings by joining in the bidding. By that time, each increment in the 
bidding had been set at HK$i1 million. When the bidding reached HK$547 million, 
the representacives of John Swires & Sons joined the bidding. When the bidding 
reached HKS$654, a seesaw battle was waged between John Swires & Sons and a 
representative of a Malaysian financial group who remained in the bidding. The 
bid of HK$700 million made by the Malaysian financial group occasioned great 
excitement and a big round of applause. When the bid was increased to HK$703 
million, the representative of John Swires & Sons raised his hand and acquired 
the piece of land in the Admiralty district when there was no other response to 
the auctioneer's request for higher bids. 


The Victoria Barracks lot in the Admiralty district adjacent to the Supreme 
Court has an area of 10,690 m“. The areas for commercial buildings and 
residences are 15 and 9 to 10 times the area of the lot, respectively. 


After the auction, those in the real estate business indicated that the winning 
bid was higher than expected. 
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GROUNDBREAKING FOR NEW BANK OF CHINA IN HONG KONG 





Hong Kong TA KUNG PAO in Chinese 19 Apr 85 p 1 


[Article: “Groundbreaking Ceremony Marks Start of New Bank of China Building 
Construction in Hong Kong™] 


[Text] The groundbreaking ceremony marking the beginning of the construction 
of the towering 70-story Hong Kong branch of the Bank of China was attended by 
700 Chinese and foreign dignitaries from various walks of life yesterday 

(18 April). Im an address delivered at the cocktail party marking the 
beginning of building construction, Jiang Wengui [5592 2429 2710], vice 
chairman of the board of directors of the Bank of China and chief of the Hong 
Kong and Macao administrative office, stated that the joint statement issued by 
the Chinese and British governments had laid a sound foundation for the further 
prosperity and stability of Hong Kong and expressed the hope that, upon its 
completion, the building would further enhance the prosperity of Hong Kong. 


The Bank of China expects this new building, which costs HKS$2 billion including 
land and investment, will be the tallest in Hong Kong upon its completion at 
the end of 1988. 


The solemn groundbreaking ceremony marking the beginning of constructions was 
held on the grounds at No 1, Garden Road, in the central district at 4:30 pm 
yesterday. Bu Ming [0592 2494], president of the Bank of China, and I. M. Pei, 
designer of the new building and world-renowned architect, made a special trip 
to Hong Kong to attend the ceremony. After Xu Jiatun [6079 1367 1470], 
director of the XINHUA Hong Kong office, and Bu Ming, pres‘dent of the Bank of 
China, had cut the ribbon, they joined Jiang Wengui, Zhang Xueyao [1728 1331 
1031], general manager of the Hong Kong branch of the Bank of China, and I. M. 
Pei in wielding the shovel to mark the official beginning of the construction 
of the building. 


In quoting what was said by I. M. Pei in describing the building as “a sturdy 
and mature bamboo tree rising up notch by notch,” Jiang Wengui expressed his 
hope and determination to direct his efforts with the parties concerned to 
elevate notch by notch the economic prosperity of Hong Kong to a new peak. 


Also attending the cocktail party were Li Chuwen [2621 0328 2429], deputy 
director of the Hong Kong branch of XINHUA, and others concerned. 
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Present also at the cocktail party were (Boyd?), political adviser of the Hong 
Kong Government, Sir John Bremridge, financial secretary, (Bai Li Yi) 
[phonetic], Banking Department, and the consuls and representatives of many 
countries and regions stationed in Hong Kong. 


The cocktail party was also attended by Huo Yingdong [7202 5391 2639], Am Zijie 
[1344 1311 0094], Zhang Youxing [1728 2589 5281], Tang Xiangqian 

[0781 5046 0578], Hu Hanhui [5170 3352 6540], Tang Jician [0781 7535 0578], 
Yuan Geng [5913 1647], Wang Guangying [3769 0342 5391], Ji Kianghui 

[1213 3068 2585], Ma Wanqi [7456 5502 4388], Chen Pishi [7115 0012 1102] and 
Feng Jingxi [7458 2529 4406]. 


It has been learned that the construction of the upper structure of the new 
building will be open for international bidding at a later date and that the 
successful bidder will be announced this autumn. 
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